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OUR SERVICE TO READERS 


All who are concerned mics and political science, either 


professionally or as leaders of p pinion, have long found themselves 
harassed by the avalanche of articles, lectures, memoranda and books that 
descends upon them when they try to keep abreast of the times. The Econo- 
mic Research Council, realising the need to have the vast output from all 
parts of the world scrutinised and sifted, ated Keon i Digest to draw 
attention to the really signif 

Primarily intended tor of the Council, Economtc 


Digest has found a world-wid professional economists, 


politicians of all parties, ad: men and students ack- 

nowledge its value. 
Phe Economic Research Council is a non-protit making organisation 

in the educational fi is so recognised by the British Treasury. It 


ers Economic Digest as a practical contribution to education and research 
REFERENCE FILES 


Every month the editors examine hundreds of articles, books, news- 
papers, speeches, private papers and memoranda from all over the world. 
In the process of covering such a vast fie ld the editors become aware of 
much specialised material that is unsuitable for republication ino Economue 
1) vet be of great interest to some tbseribers, 

Lhe editors, therefore, keen tiled for one vear a large number of infor- 
mative items on many subjects. Members may borrow them by arrangement. 
For further details please see the ‘For Reference’ teature on the later pages 


ot this issue. 
2. READERS’ QUESTIONS ANSWERED 


Readers are invited to submit any questions concerned with economics 
in practice and in theory. Vhis service is entirely free, but enquirers should 
include a stamped addressed envelope when writing. 

Suggestions for the improvement of Economic Digest are always wel- 
comed., 

Phe address for all communications regarding the Readers’ Questions 
Service, the Reference Files, Economic Digest and membership of the 


Economic Research Council is 


EGONOMIC DIGEST. 18 SOUTH ST... BONDON.. Wer. 


} 


Annual subscriptions can be made through 


newsagent, of writing direct to 


Economic Digest Offices Pel.: GROsvenor 
Jigesl 


Annual Subscriptions 12 monthly issues: £1 post free 
in the United Kingdom; 25 - sterling (or equivalent 
elsewhere. 
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NUMBER EIGHT 


Credit Policy Variation in Relation to 


Internal and External Imbalance 


Roy HArRRop (Oxrorp UNIvVERsIry, 


WE are now approacling by cautious 
stages a period of great decisions, 
including those concerning the con- 
verubility of sterling. We must not 
revard the establishment of con- 
vertibilitv. im tsolauion, but also 
frame some notion of the new pattern 
of thines that we hope io see realised 
in the followime peri 


‘The interest rate question has a 
close connection with the proposal 
to have more flexible exchange rates. 
It is important to notice that we 
have here rival metho: 
with short-period disturbances in the 


| coping 


balanee of payments, whether due 
to seasonal or chance causes, or to 
the first impact of a recession. For 
the Bank Rate weapon cannot work 
unless a lower limit to the foreign 
exchange rate is rigidly fixed. We are 
concerned here, of course, only with 
means of tiding over short-period dis- 
equilibria; neither method can be 
Exper ted to see the country through 
a protracted recession in the outer 
world. 

I believe that the Bank Rate method 
of coping with short-period  dis- 
equilibria would fitin better with the 
world-wide pattern of currency 
arrangements as it may develop in 


| 
what we hope will be a. period of 
ereater order ahead, 
lf itis to be used, then we have to 
reyecl loo widenine of the 


limits within which the foreign 
exchange rate 1s officially permitted 
to fluctuate. We certainly have to 
reject the notion of a ‘freely floating’ 
pound, 

Now the minds of many will at 
first react stronely against the idea of 
reviving the Bank Rate mechanism. 
Whatever is decided, it is important 
that the decision should represent a 
national policy of a bi-partisan 
character. We aim at a durable 
arrangement. [Therefore many points 
of view must be taken into ac- 
count, 

There are old memories of a 
deflationary policy being introduced 
at times when it tended to intensily 
domestic unemployment. 

It is true that there has recently 
been a change of opinion—not 
unchallenged in certain quarters — 
favourable to a flexible Bank Rate 
policy. But this change of opinion 
and this difference of opinion relate 
to an enurely different matter to the 
one here under discussion, namely to 
the use of a tight credit policy to 
check any tendency towards internal 
inflation, 

This was out of voeue after the 
war: it has recently come into vogue 
again, and. although there are cer- 
tain murmurs, there is no. really 

trone Opposition to the view that a 
tight credit policy is quite a sensible 
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method of checking internal infla- 
tion, and that it should be used again, 
if there is a recurrence of the disease. 

The use of a tight credit policy 
solely to correct an external imbalance 
is an altogether different matter. ‘The 
situation might arise when there was 
no internal inflation and indeed 
when conditions were getting de- 
pressed. For instance a world-wide 
recession might have the double 
effect on Britain of creating unem- 
ployment and putting her external 
balance wrong. 

It would be almost universally 
agreed that the method of deflation 
and tight credit was an_ utterly 
unsuitable one for dealing with such 
a situation, on the ground that it 
tend to intensify internal 
depression, No pundits now, not the 
Bank of England or anyone else, 
could persuade the public to accept 
a deflationist policy at a time when 
unemployment was increasing, 
merely on the ground that it was 
needed to correct an external bal- 
ance. There must be a quite clear 
understanding about that. At first 
sight this might seem to tend towards 
a rejection of the use of the Bank 
Rate for correcting external 
imbalance. 


would 


Keynes ». Montagu Norman 

But it is necessary to examine the 
matter more carefully. And it is 
appropriate to recall the views of 
Keynes, whose thinking has had such 
a profound influence in regard to all 
these matters, 

In 1991 he had his classic debate 
with Montagu Norman at the Mac- 
millan Committee. Keynes pressed 
the view that it should be possible 
to continue to use interest rate policy 
as a delicate mechanism for adjusting 
external payinents (short-term capi- 
tal movements) while simultaneousls 


Dlaoks 1 
having a different policy tor the 
Internal situation, 

It should be possible, he argued, 
to maintain in appropriate circum- 
stances a relatively high rate of 
interest for influencing international 
payments, while having easy credit 
for business at home. Such a com- 
bination would be appropriate to a 
recession. 

This proposal met with an abso- 
lute and repeated negative from 
Montagu Norman. He held that it 
would be altogether impossible to 
discriminate between external and 
internal policy in the way proposed, 
Speaking with the full authority of 
Governor, he carried weight. 

But much has happened. since 
1931. Would the authorities subscribe 
to Montagu Norman’s verdict today ? 
Is it not possible to revive Keynes’s 
idea? Could we not indeed have a 
policy for shaping short-term interest 
rates to produce the right effect on 
the external balance, while screening 
the internal economy from the effects 
of high short-term rates at times 
when an internal  disinflationary 
policy was inappropriate ? 

Other Weapons 

Economists have come to doubt if 
high short-term rates do have a 
strong influence the 
internal fixed capital investment. As 
regards inventories there will not be 
much tendency to increase orders in 
a time of falling prices whether 
short-term rates are high or low. For 
the thermostatic control of the 
internal economy greater stress is 
laid on other weapons. We have the 
idea of Budget deficits, unthinkable 
in 1931. It is to be hoped that the 
authorities have many plans for 
capital outlay in nationalised indus- 


tries or by the loeal anthorities, in 
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RANDALL COMMISSION MEMBER WARNS U.S.A. 


Marking Time on Liberalisation Road 


BY RAYMOND VERNON 


(ForMER Actinc Dirrecror or Orrick or Economic Drerence AND TRADE 
PoLticy, AND MEMBER OF RANDALL COMMISSION 


The writer of the following letter is 
the former Acting Director of the Office 
of Economic Defence and Trade Policy 
of the Department of State. He was a 
senior member of the staff of the Randall 
Commassion. 


On May 20 the Administration 
announced its decision to put off for a 
vear the Congressional debate on the 
Lisenhower trade programme. 

Because the implications of the 
decision are so extensive they deserve 
more careful examination than they 
seem so far to have had in public 
print. 

The other nations of the free world 
are now on notice that, for the time 
being, United States trade policy is 
to mark time. This notice is being 
served at a time when the policies 
of other countries are very much in 
a state of change or of rapid crystal- 
lisation. 


Europe Discouraged 


In Great Britain and Germany, 
for example, the Governments in 
power have become convinced that 
the time is at hand to accelerate the 
dismantling of their trade and pay- 
ment restrictions which are blocking 
the import of foreign goods. 

This is a conviction which stems 
out of self-interest. It will not be 


reversed at once by the hesitations of 


the U.S.A. Government. But the 
trend will be slowed down, and the 
progress that does take place will 
vecur without the common agree- 


Irom Letter, New York Times, June 6, 1954 


ment on both sides of the Atlantic as 
to methods and goals which might 
otherwise have been possible. 

The stave. set for 
a steady trot towards currency convertibility 
and trade freedom on the part of most 
of Europe, can now hope to present only a 
hesitant amble in that direction. 

For the behaviour of some coun- 
tries the implications are much more 
serious. France, which had rapidly 
been succumbing to the protection- 
minded elements of her body politic, 
now seems beyond hope of early 
redemption. Her protectionists will 
streneth from our hesitation. 
And their added streneth. which has 
contributed in the past to French 
vacillations on the subject of Euro- 
pean political and economic integra- 
tion, may well turn France irrevo- 
cably away from these integration 
movements. 


if hii h once was 


Far East and S. America 


It is in the Far East and Latin 
America where the American trade 
decision offers some of its most dis- 
turbing implications, Japan had been 
counting heavily on American leader- 
ship this vear to help it obtain entry 
for its goods in the principal markets 
of the world. For Japan this entry 
is life-or-death economic issue. 
With the United States marking time. 
Yoshida will face increased pressure, 
both from the Communists and from 
his own business supporters, to de- 
velop more trade with Communist 
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China. Even if he does not pursue 
this will-o’-the-wisp, Japan will be 
the weaker because of heightened 
internal dissension. 

Something like the same issue ap- 
pears in various countries of Latin 
America. Chile, Peru and Mexico, 
for example, none of which has been 


altogether certain of the wisdom of 


relying further on the United States 
as a market and as a source of capital, 
will find new reasons to look else- 
where for their new economic rela- 
tions, 


U.S.A. Must Lose 


For the American economy itself 


the implications of the delay are too 
familiar to justify much recapitula- 
tion, In economic terms we stand to 
lose. For once, America needs more 
exports. For once, the other countries 
of the world seem disposed to con- 
sider with us ways of opening their 
markets further to American goods. 
But we are in no position now to 
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launch seriously into a study of these 
possibilities, 

Post mortems are messy but useful 
affairs. The utility of this one is to 
suggest what has to be done 1 
American interests are to be served. 
It seems clear that we cannot count 
on the Eisenhower trade programme 
this year. In that case the President's 
proposal for an interim one-year re- 
newal of the ‘Trade Agreements Act, 
which would allow the Administra- 
tion at least to mark time with 
dignity, must pass this Congress 
without any new restrictive riders, 

‘The few modest trade projects 
which are already well along in this 
Congress, such as the bill to simplify 
customs valuation, must be enacted 
into law. Most of all, the fine pitch 
of public interest in and support tor 
the President’s trade programme 
must be sustained for another vear. I 
these are not accomplished, our losses 

already serious—could be incal- 
culable. 


CREDIT POLICY VARIATION 


readiness against the possible onset 
of a recession. 

We have also such weapons as the 
adjustment of depreciation allow- 
ances, We have had much experience 
of management for securing a dis- 


crimination between various rates of 


interest; we have had the Treasury 
bill rate separated from the com- 
mercial bill rate; we have had long- 
term rates rising while short-term 
rates were held at a low level, and 
long-term rates falline while short- 
term rates were held at a high level. 
Is it not possible that the vast and 


(Continued from page 338 


complex experience of these kinds oi 
management enables us to alter the 
verdict of Montagu Norman ? 


I thal we should stud) most 
arefully as a possible objectii a slem 
hy which short-term rates can be moved 
up and down in accordance with exigencies 
of the international balance, while the 
thermostatic control of the internal eco- 
nomy, by case or stringency in_ the 
domestic capital market, proceeds inde- 
pendently. 


Mav this be the new pattern for 
the future? 
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France 


BY GEORGES ROTTIER 


ONE may eet a first impression of the 
structural distoruions which affect 
the pattern of the French economy 
by comparing the levels of average 
income in different social groups. 

France’s working population is 
divided into three main groups of 
roughly comparable size: farmers 
and farm labourers, non-agricultural 
wage and salary earners, and self- 
employed workers in industry and 
commerce. 

The very existence of this division 
is important in explaining French 
political and social affairs, and many 
diflerences between France and 
Britain are better understood if one 
starts from this fact. What matters 
for us is not this division itself, but the 
existence of wide and lasting differ- 
ences in average income between one 
eroup and another. ‘Vhe table gives 
approximate estimates of the average 
incomes per head of the working 
population of each group, in 1949. 

Furthermore, although the range 
of incomes for wage and_ salary 
earners is not abnormally wide this 
is by no means true of the last two 
eroups. ‘The average incomes of 
farmers in the richer districts are 


Wage and 
salary earners 
outside 
agriculture 


Working population of 

the group (‘00O) ... 10,150 
Average income in 1949 
‘Francs 


Fram The French Economic Problem, Lloyds Bank Review. 7 


some five times greater than those in 
the poorer areas, and the range is at 
least as wide amone self-em- 
ployed in industry and commerce. 
‘There would be nothine abnormal 
in these disparities if they did not 
last. But the fact that they are lasting 
is a clear sign that economic rigidities 
permanently prevent the achieve- 
ment of anything like an optimum 
distribution of resources in France. 


Causes of Disparities 


In some cases, specific explana- 
tions can be found for these rigidities 
and the losses in efficiency which 
they induce. Together with lack of 
capital, the small size of holdings, 
often divided into widely scattered 
fields, is one cause of the low pro- 
ductivity of French agriculture. At 
the same time, ancestral attachment 
to their native district makes peasants 
fight shy of moving to another part 
of the country; as a result, unproduc- 
tive land goes on being farmed when 
it should have been abandoned long 
ago, while more productive parts of 
the country are insufficiently farmed. 
(This is also due to lack of capital, 
which makes it difficult for young 


AGRICULTURI 
Self- 
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outside 
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Farmers and 
working 

members of Farm 
farmers’ 
families 
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farmers to settle in a new district.) 
Industry itself, which ts considerably 
more eflicient than agriculture or 
retail rade, has to put up with great 
rigidities in the geographical and 
functional distribution of manpower. 
‘The Jabour market is badly organ- 
ised, facilities for adult training are 
inadequate and the acute housing 
shortage adds to the difficulties. 
Specific explanations cannot, how- 
ever, suflice. If French agriculture 
has been able to live, however 


poorly, while refusing to adapt itself 
to new conditions for more than half 


a century, if the profits of shop- 
keepers have been allowed to increase 
as their ethciency has decreased, 
some general causes) must be 
found. 

‘The main factors are the obstacles 
to economic change inherent in the 
protection granted by the State to 
some sectors and in private restric- 
tions to competition in other sectors, 
combined with inflation, which 
France has known almost without 
intermission for the last fifty years, 
We shall deal only with State pro- 
tection: except that their importance 
is considerable and that they are per- 
vasive, too little is known about the 
form and the extent of restrictions to 
competition and of price agreements ; 
too much is known everywhere about 
inflation for us to enlarge on the 
subject. It may be said that inflation 
has framed and distorted the outlook 
of French producers entre- 
preneurs in the same way and to the 
same extent as large-scale unemploy- 


ment has distorted the outlook of 


British producers, the post-war 
vears, inflation has been the main 
cause of the unhealthy growth of the 
distributive sector which has further 
reduced its efficiency, already low 
before the war. (As a result, 10 per 
ent more workers handled a slightly 
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smaller volume of trade in 1949 than 
in 1938.) 


Effects of Protection 


Protection, internal and external, 
either causes or prolongs an uneco- 
nomic distribution of resources and 
puts the brake on economic progress 
by subsidising inethcient sectors, 


industries or firms at the expense of 


the more productive parts of the 
economy. France has, of course, no 


claim to a monopoly in this field; if 


the reader remembers the way State- 
induced restrictions on competition 
blocked economic change in England 
in the thirties, he will better under- 


stand what follows and find himself 


on familiar ground. 

The effects of protection are 
especially clear in agriculture, al- 
though they do exist in other sectors, 
It all began by external protection: 
tariff walls were raised to shelter the 
French farmer from the world-wide 
decline in farm incomes in_ the 
‘nineties. Internal protection was 
only added later on, This takes the 
form of a privileged fiscal treatment, 
of direct subsidies, price guarantees, 
State purchase of surplus crops at 
remunerative prices and so on, It has 
been estimated that in 1953 all these 
advantages caused a transfer of in- 
comes from the rest of the economy 
to agriculture of approximately Fcs. 
300,000 millions (Fes. 100,000 mil- 
lions in the form of tax exemptions), 
representing some 25 per cent of the 
net income of agriculture, 

This lasting protection has allowed 
a definitely greater part of the work- 
ing population to stay in agriculture 
than purely economic considerations 
could justify, ‘The form in which pro- 
tection is granted further causes dis- 
tortions within agriculture itself. The 
price of wheat, for instance, is fixed 
at a level which makes it possible to 
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grow wheat in the most unexpected 
places; as a result, greatly increased 
earnings accrue to farmers in more 
productive districts, who may get up 
to four times as much wheat per acre 
for a total cost which is only slightly 
higher, Were it not for the guaran- 
teed price, some 40 per cent of the 
whole acreage now sown in wheat 
would have to be turned over to 


other uses. Purchase by the State of 


certain crops, like sugar beet, takes 
place at a price which is so remunera- 
uve that production of these crops 


actually increases faster than that of 


other more usetul crops. 

All this not only results in low 
efficiency but in artificially high 
prices, which directly restrict our 
chances of exporting agricultural 
produce and indirectly hinder our 
competitive position in the markets 
for other products by pushing up 
wage-costs in industry. 

The Malady Spreads 

This is rather a bleak picture, 
which has to be borne in mind when 
one considers the technical and 
economic achievements of some 
French industries: the efficient run- 


ning of the railways, the building of 


hydro-electric power-stations, and so 
on. The contrast is actually the clue 
to the basic problem of the French 


economy. The standard of living of 


the French worker and the external 
position of the country—not only in 
the export field, but sometimes in the 
battlefield too—-have been made to 
suffer from the low efficiency of many 
producers. ‘This is being perpetuated 
under the elaborate protection of a 
maze of controls and regulations 
which throttle competition; and it is 
ageravated by inflation. 

A by-product of the system is an 
unhealthy distribution of incomes. 
The marginal producer in agriculture 


just manages to live, whereas more 
fortunate farmers enjoy swollen 
profits. The distortion of the price 
mechanism due to inflation and the 
working of price agreements transter 
to the distributive trades a great part 
of the subsidies awarded to agricul- 
ture; industry is the only clear loser. 


History’s Dead Hand 


Curiously enough, all this does not 
result from stupidity or perversity. 
The initial cause lies in a definite, if 
not perfectly conscious, political 
choice. Economic progress is not the 
only aim which a society should pur- 
sue. Half a century ago, arguments 
could easily justify a system which 
aimed at the maintenance of a given 
social structure, even if this slowed 
down the growth of the economy. 
At that time, it was not entirely 
stupid to attach more weight to the 
advantages derived from the exis- 
tence of a numerous land-owning 
farming community than to the price 
to be paid in terms of real wealth. A 
balanced division of the working 
population between industry and 
agriculture can make for economic 
stability and it is significant that no 
problem of large-scale unemploy- 
ment has ever arisen in France; it 
makes for social stability as well and, 
together with economic progress, it 
keeps other revolutionary forces at 
bay. 

Unfortunately, the choice in favour 
of conservation has bred conserva- 
tism in its narrowest form: the 
society whose structure has been thus 
protected has seen its political system 
framed in its own image, the forces 
of conservation being as strong on 
the Left as on the Right. The only 
trouble is that we are living in a 
world where the cost to the com- 
munity of the choice made long ago 
is becoming higher and_ higher, 
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whereas its benefits have an increas- 
inely doubthul value. 
Political Change Needed 

If the foregoing analysis is correct, 
it is clear that a solution of the difli- 
culties must first of all be found on 
the political plane. Much would be 
achieved in a short time if only State 
Intervention ceased to. stifle com- 
petition but aimed instead at enfore- 
ine it, and if the most wasteful 
transfers of resources to inefficient 
sectors were discontinued. 

We are not qualified to assess the 
prospects in the political field. How- 
ever, two or three facts are clear. 
First, the system as it now exists is 
near breaking point: it breeds dis- 
content in the groups which are sup- 
posed to benefit from it and turns the 
losers into revolutionaries. Second, 
the kind of analvsis we suggested, 
which was until recently restricted 
to esoteric circles of experts, is gain- 
ing ever-increasing currency, 
thanks largely to the clarity of a 
succession of official publications. 
Summarised in the latest O.E.E.C. 
report on Economic Conditions in 
France.) Lastly, this is slowly becom- 
ing reflected in Parhament. where 
the issue of economic progress might 
fairly soon prove itself one of the main 
lines of division, cutting across all 
party boundaries. Even from a short- 
term point of view, some 
may very well be justified. 

Pending this political change, 
short-term measures are possible and 
long-term measures can be prepared, 
The range of possible lines of action 
is very wide and there is no doubt 
that a little progress in many direc- 
tions might bear fruit fairly quickly, 
Any blueprint for action would 
therefore fall outside the scope of this 
survey and of its author’s com- 
petence: we shall only mention the 


needs for fiscal reform and for a 
prolonged and heavy flow of publ 
investment. 
Out-of-Date Privileges 

The main shorteomines of the 
French fiscal system do not derive 
so much from tax evasion as from the 


privilec dl treatment eranted to some 


of taxpavers. Incomes of 


farmers, shopkeepers and small-scale 
entrepreneurs are legally assessed 
much below their actual level (in 
1951. farmers paid Fes. 13,000 mil- 
lions in income tax. whereas a group 
of wage-earners with the same actual 
income would have paid some Fe 
] 


g0,000 millions). ‘There is no chance 


of this privileve being reversed in the 
short run. The prospects are, how- 
ever, better for indirect taxes, which 
account for approximately two-thirds 
of total tax receipts. A first and lone 
overdue measure has just been passed 
to cut indirect taxes on investment 
eoods. ‘The introduction of wider 
differentials in the rate of tax on 
different consumption goods would 
be a useful addit 


Lowering the price of ae 


icultural 


produce and inere Inge farm mncomes 

are urgent matters, but making up 
for the low rate of t hnical progress 

in agriculture over the last fifty vears 

. 1 . 

will be no easy task and will require 


large amounts of capital. Much of 


the necessary vestment will be 
unattractive to the capital market 
and wil 

public funds. Contrary to what took 
place in the early post-war years, the 


need is not so much now for a very 
high rate of fixed capital formation 
in basic industries, such as has been 
very successfully financed under the 
aeots of the Monnet PI 

"Phe second Plan de Mod rnisatt 
which is the continuation of the 
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Schumania’s First Year 


Survey of First Year of European Coal and Steel Community 


BY J. (Councit or Europe Reskarcu 


1953 was the first full year during 
which the High Authority exercised 
the powers granted to it under the 
Schuman ‘Treaty. What conclusions 
can we reach after reviewing the 
years work ? 

Clearly, the first conclusion is that 
it Is, as yet, much too early to form 
any strong view, either for or against. 
We are mucli too close to events, and 


too little able to pick out the perm- 


anent from the transitory, to pro- 
nounce definitely one way or the 
other. All the judgements which 
follow hold only within this broad 
qualification and are purely tenta- 
tive. 

General. The most impressive 
achievement of the Community is 
that it represents the first con- 
siderable check to the autarkic trend 
which has dominated the European 
economy since 1918. For the first 
time in thirty-five years, the barriers 
are being substantially reduced. 
Over the major part of continental 
Western Europe, customs duties and 
quantitative restrictions on the free 
movement of coal and steel have 
been abolished, currency has been 
made freely available for these 
imports and exports, discriminatory 
transport charges have been very 
largely eliminated, and some limi- 
tation of ‘dual pricing’ has been 
secured. In all, that forms an 


appreciable victory for the cause of 


economic rationality. 
Production. In terms of production, 
the picture is not favourable. The 


From Early Days in Schumania, Journal of Industrial Economics. Basil Blackie 


April 1954 


output of coal in the six countries 
fell from 240.4 million tons in 19452 
to 236.9 million tons in 1953. or by 
1.4 per cent; steel output fell from 
11.6 million tons to 39.5 million tons, 
or by 53 per cent, over the same 
period. ‘Vhis fall is all the more 
noticeable since it represents the 
first check to the upward curve of 
West European coal and steel output 
since 1945. In large measure, these 
declines reflect the general falling off 
in economic activity in the Com- 
munity area, but it would seem that 
the upheavals connected with the 
opening of the common market 
exacerbated the downward. trend. 
In the case of steel, buyers held off 
the market for some months both 
before and after May ist in the hope 
of benefiting from the price reduc- 
tions forecast by the more enthus- 
iastic supporters of Schumania. Con- 
sumers ran down stocks throughout 
the spring and summer, encouraged 
by the evidence of shortening deliv- 
ery dates, and buying did not resume 
until autumn by which time stocks 
were low and the expected price 
adjustments had come about, albeit 
unofficially. 


Inter-Communily Trade. Vhe results 
for inter-Community trade in coal 
and steel are encouraging in view of 
the fall in total production. It is 
probable that the general fall in 
demand forced Community pro- 
ducers to explore the new possibilities 
offered by the common market 
rather more quickly than they would 
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\/ I Ot) ond Otr. rd October 
lrerage 1952 1953 1952 1953 1953 
Amount “OOO tons 205 202 261 239 287 
have had their home demand re- — these sales totalled 150,000 tons in 


mained high, but some aspects of the 


increased trade within the Com- 
munity— ¢.g., the flow of French iron 
ore to Releium, and sales of Dutch 
coal throughout the Community 
clearly 
artificial barriers within the common 
market. “Lhe position for individual 
pre ducts is as follows. 

1) Steel (see table C) 

There was a sharp fall in activity 
between May a id September, 1953; 
but the inter-Community trade over 
the first ten months of 1953 1s slightly 
above the level for the corresponding 
period of 1952. It is probable that, 
but for the existence of the Com- 
munity. the member countries would 
have adopted restrictive policies in 
face of the decline in demand and 
cross-frontier trade would have been 
much lower. The ending of trans- 
port discrimination on German rail- 
been followed by a sharp 
from Lorraine and 
\Vestern Germany: 


iv) Goal (see table helo 


1 
Wavs fas 


increase in sale 


Saar mills in 


.-COMMUNITY TRADE IN COAL. 
Country of O Germany 


Country of Destinatio 1952 1953 


W. German’ 


France 101 
Belgo-Luxembourg 601 
Holland 1615 
Ital: rat OT 

2 G4 be 


spring from the removal of 


Is 


I 


Vole: *Luxembourg only. 


September-November, 1953, as 


against 200,000 tons for the whole of 


1952. 


1) /ron Ore. In 1952, inter-Com- 
munity deliveries averaged 1,100,000 
tons a month, and this figure was 
regained from March to July, 1953, 
after a decline to 959,000 tons a 
month in January-February, 1953. 


‘Lhe main trade affected is the sale of 


French ore to Belgium which has 
increased by 20 per cent following on 
the abolition of French quota limi- 
tations. 


i) Scrap. During the first ten 
months of 1953, Inter-Community 
deliveries amounted to 600,000 tons 
as against tons in the 
corresponding months of 1952. an 
increase of some two-thirds. ‘his, 
however, represents not so much an 
increase in availabilities and usage, 
as the diversion to Italy of scrap 
released by the fall in demand from 
German steelworks. 


360,000 


I] MONTHS, 1952, 1953. 000 TONS 


France Belvium 


1952 1955 1952 1953 
309 3542 17 102 
904 
! Of 455 
195 FIO 
126 205 
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The table shows substantial in- 
creases in almost all instances. Lhe 
increase of one-third in Belgian sales 
is especially noticeable. ‘Votal inter- 
Community deliveries in January- 
November, 1953. rose by about 3 
million tons (20 per cent), as com- 
pared with the same months in 1952, 
and this has made possible a reduc- 
tion in imports of American coal 
from 16.4 million tons to 6 million 
tons in these same two periods. 

Pricing Policy. 1 is in this field that 
the Community has been least 
successful. “Phe pricing system insti- 
tuted for steel has proved to be 
cumbersome and paper-ridden, and 
has been substantially ignored by 
producers and consumers. Secret 
undercutting of the firms’ published 
price lists has been widespread and 
the High Authority has failed to 
secure observance of its non-dis- 
crimination principles. 

These diificulties have been tacitly 
acknowledged by the issue of new 
pricing rules on January 13th. These 
allow firms to adjust their prices to 
day-to-day market fluctuations with- 
out amending their published price 
lists. But the variation for each 
product group between the average 
realised price and the average pub- 
lished price over a 60 day period 
may not exceed 2} per cent of the 
published basis price, and discrim- 
ination between comparable trans- 
actions is still expressly forbidden, 
It is clearly the intention of the High 
Authority to do no more than to 
introduce a small margin of flexi- 
bilitv into the previously over-rigid 
pricing arrangements, 

But good intentions may be abused. 
Under the previous pricing system, 
abuse was easy to define. It meant 
sunply departing from the published 
price list. Under the new system, 
however, a producer’s prices are 


expressly permitted to vary according 
to market conditions. Moreover, no 
limit is imposed on the amount of 
any particular deviation from the 
published price: the 2) per cent 
limitation is applied only to the 
average deviation over a 60 day 
period. ‘Thus the detection of dis- 
crimination becomes a matter of 
collecting elaborate records of trans- 
actions, and then of applving personal 
judgments, rather than precise rules, 
to the facts revealed. In order 
to operate the new system, the High 
Authority has had to call for fort- 
nightly returns of transactions from 
all producers, showing not only the 
average divergence from the pub- 
lished price, but also the maximum 
and minimum divergence, including 
details of the order, the tonnage, the 
country of domicile of the client. and 
so on. How far, how very far, is all 
of this from a free market system, 
Whatever the intentions of the High 
Authority, the new regulations seem 
at very least to open up possibilities 
of discrimination, contrary to the 
express purpose of the ‘Treaty: and if 
those loop-holes are to be plugged, 
the High Authority will have to 
operate extensive system of 
returns, spot-checks, inspectors, and 
the rest, equally contrary to the 
express spirit of the Treaty. Time 
alone will tell whether the High 
Authority has introduced a little 
flexibility into its pricing system or 
opened the way to its destruction, 
The ‘alignment’ provisions have 
worked particularly badly. Pro- 
ducers have utilised these conces- 
sions in order to invade other firms’ 
spheres of influence only very rarely, 
and the desired shifi of orders to low 
cost producers has not. therefore, 
come about. Indeed, the alignment 
rules have been used—or rather, 
abused—mainly by consumers who, 
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threatenime to transter to other firms 
who might possibly be induced to 
make an aligned offer, have been 
able to force price concessions from 
their regular suppliers. 

Investment. Progress in the develop- 
ment of investment policies has been 
slow. The Community has been con- 
cerned mainly to build up its credit 
worthiness, on the basis of its income 
from the levy on producers, and little 
concrete action has been taken. Once 
actual allocations of funds begin, 
ereat tensions may arise between 
member States. Everyone involved 
is acutely aware of the political issues 
involved. If the High Authority is 
able to insist that finance should be 
allocated on purely economic 
grounds, so as to concentrate pro- 
duction in the most efficient mines 
and works irrespective of their 
nationality, the supra-national 
nature of the Community will be 
strikingly confirmed. If, on the other 
hand. substantial concessions have 
to be made to purely national claims, 
the Community will have stumbled 
at its first fence. The High Authority 
in its report of January, 1954, has 
stated that it ‘does not aim to 
allocate its 
prior’ according to a rigid plan or a 
detailed programme, even less on a 
national basis’. (My italics.) Yet 


financial assistance a 


Persistent Income Disparities in France 


Monnet Plan, rightly puts the stress 
on agriculture. Finance is needed for 
the resettlement of farmers in new 
districts, for a great extension ol 
vocational training, for a regrouping 
in compact plots of the land of many 
farms. for the organisation of the 
marketing of produce, both at home 

efforts, per- 


and abroad. Similas 
vasive but unspectacular, are planned 


already even moderate French and 
German spokesmen have been put- 
ting forward exaggerated investment 
projects so as to establish bargaining 
positions, while the outright oppon- 
ents of the Community see in 
rumours such as, ‘all investment 
funds will go to the Ruhr’, a fruitful 
opening for an appeal to national 
fears. It will be interesting to see if 
the High Authority can maintain a 
balance between the economic and 
the political viability of its investment 
programme, 

Foreign Trade. On the control of 
the Community's foreign trade, the 
first issue on which the’ High 
Authority’s power has been chal- 
lenged, it has suffered a clear defeat. 
Though the battle may well be 


joined again later, the first round has | 


undoubtedly gone to the European 
Steel Export Cartel. ‘This defeat may 
well have important internal reper- 
cussions. The fact that some pro- 
ducers have been prepared to fight 
the High Authority and have suc- 
ceeded in their defiance cannot tail 
to influence others. The High Auth- 
ority would seem to have been 


extremely ill-advised to lav itself 


open to such a blow to its prestige on 
an issue which was not of the first 
moment and on which its constitu- 
tional power was ill-defined. 


(From page 344 


for consumer goods industries. The 
same should follow in retail trade. 


‘The short-term economic situation 


is favourable to the launching of 


there are signs that 
the will to achieve them will be 
forthcoming. ‘The only major un- 
known is the future weieht of our 
overseas commitments, 


these projects; 
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Development of Countervailing Power 
in Backward Areas 


BY Mytnr (Oxrorp) 


One. of the most interesting develop- 


ments im the Jlone-run theory” of 


economic development. is Professor 
Schumpeter’s well-known argument 
that the growth of tnonopoly, which 
from a static view would result in a 
maldistribution of resources, might 
favour technical innovations and 
economic development (J. Schum- 
peter, Capitalism, Socialism and Demo- 
cracy, chs, vil and viii). 

We have already seen a parallel 
case of this argument when we were 
led to the conclusion that monopoly 
was an essential element the 
‘opening-up’ process of the back- 
ward countries to international trade. 
The question then arises: can the 
Schumpeter argument be extended 
to the backward countries or is there 
a fundamental difference in_ the 
operation of monopoly in the back- 
ward countries as compared with the 
advanced countries ? 

Recently Professor J. K. Galbraith 
has put forward a theory which 
seems to provide a part of the answer, 


He maintains that the growth of 


monopoly in the advanced countries, 
particularly in the U.S.A., has been 
accompanied by a growth of ‘coun- 
tervailing power’ on the opposite 
side of the market, e.g. trade unions, 
retail chain stores, co-operative 
societies, farmers’ union, etc. The 
erowth of monopoly increases the 
gains from building up the counter- 
vailing power and induces its growth 
and this provides a new self-regula- 
tory mechanism to the economy ina 


world of monopoly (J. K. Galbraith, 


From An Inter 


American Capitalism, “The Concept of 
Countervailing Power’ 

In Professor Galbraith’s termin- 
ology, then, economic backwardness 
may be described as a phenomenon 
which arises because the process of 
‘economic development’ has been 
too rapid and the initial conditions 
too unfavourable to give rise to an 
effective ‘countervailing power’ to 
check the ‘foreign economic domina- 
tion’ of the backward peoples. One 
remarkable thing about Professor 
Galbraith’s argument is that al- 
though he is concerned with the 
economically most advanced country 
in the world, the U.S.A., the sectors 
of the economy which he regards as 
being particularly in need of the 
countervailing acriculture, 
consumers’ goods market. and the 
labour market—-are exactly paral- 
leled in the backward countries with 
their export-import monopolies and 
large-scale mining and_ plantation 
businesses. 


Development and Equality 

Now if we were merely concerned 
with the problem of backwardness 
in its subjective aspect as the 
economics of discontent it would be 
sufficient to show how the working 
of the disequalising factors set up by 
the free play of economic forces in 
the absence of countervailing power 
has resulted in the present situation. 
But we must go on to the other side 
of the problem and investigate the 
relation between the disequalising 
factors and economic stagnation or 


retation of Economic Backwardness, Oxford Feonomi P June 
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the slow rate of growth in total out- 
put and economic activity (apart 


from the untavourable effects of 


political and social unrests, both on 
present production and future invest- 
ment). 

Here, as we have noted above, we 
must be on guard against the con- 
venient supposition that the require- 
ments of economic equality and 
economic development always work 
in the same direction. Bearing this 
in mind, when we consider the 
typical process of “economic develop- 
ment’ of most backward countries 
there seem to be prima facie reasons 
for thinking that the disequalising 
factors have affected not merely the 


distribution but also the rate of 


growth in the total volume of output 
and economic activity. 


The fundamental assumption of 


liberal economics ts that the free play 

ot economic forces would lead to the 

maximum development of individual 

talents and = abiliti 

practice the free p 


forces in backwa 


‘'s; whereas in 
av ol economic 
rd countries has 
resulted, not in a division of labour 
according to individual abilities, but 
in a division of labour according to 
stratified groups. Phe accurate selec- 
tion of the different types and quali- 
ties of natural resources by the auto- 
matic market mechanism contrasts 
dramatically with its lack of selec- 
tivity concerning human_resources 
which has resulted in the ‘fossilisa- 
tion’ of the backward peoples in 
their conventional roles of undif- 
ferentiated cheap labour and un- 
specialised peasant producers. 

Thus, unless we are prepared to 
subscribe to the doctrine of inherent 
racial inferiority of the backward 
peoples, there seems to be a strong 
presumption that the potential de- 
velopment of the backward countries 


heen inhibited by this waste of 


human resources, leading to a stulti- 
fication of the possible ‘erowine- 
points’ of the economy. Nor can the 
loss of educational opportunities be 
adequately remedied by ‘investment 
in human capital’ as is frequently 
assumed. Mere increase of expendi- 
ture on technical training and educa- 
tion, although it may offer a partial 
relief, is really too weak and unselec- 
tive to be an active countervailing 
force to the deep-seated disequalising 
factors. ‘Too great an emphasis on the 
‘under-investment in human capital’ 
therefore tends to confuse the issues 
and distract attention {rom the 
more potent disequalising factors. 
Further, the disequalising factors 
work not only on the supply side but 
also on the demand side, and unequal 
distribution of incomes and of activi- 
ties combine with each other to 
inhibit economic development. One 
of the most important reasons why the 
backward countries have been prevented 


from enjoying the stimulating effect of 


manufacturing industry is not the wicked- 
ness of forergn capitalists and their 
exclusive concern with raw material sup- 
plies but merely the limitation of th 
domestic market for manufactured articles 


cf. Ragnar Nurkse, Some -Aspects of 


Capital Accumulation in Under leveloped 
Countries, First Lecture). 
Old Problem: New Label 

When we were discussing the 
concept of ‘social productivity’, we 
remarked on the tendency of eco- 
nomic practice to forestall economic 
theory. So also here, with the concept 
of ‘countervailing power’. 

Long before the economists were 
aware of the problem, practical 
administrators and economic his- 
torians of the backward countries 
were impressed by the fact that the 
peoples of these countries seem to 
need some sort of counteryvailine 


to 
to 
ne 
va 
SO 
al 

in 
né 
be 
CO 
be 

dh 
th 
m 


le 

a 
St 
4 Ww 
| 
re 
a 
ec 
th 
m 

Ww 

a 

yf 
ce 
ne 
va 
sle 


power to enable them to stand up 
against the ‘free play of economic 
forces’. Some have sought the coun- 
tervailing power in the preservation 
of the traditional social institutions 
and, in extreme cases, have even 
toyed with the idea of a retreat into 
the self-sufliciency of the traditional 
stationary state. Others, more for- 
ward-looking, have tried to foster 
countervailing power in the form of 
co-operative societies and, more 
recently, by means of trade unions 
and marketing boards for the peasant 
produce. Above all this, the dis- 
equalising forces themselves have 
venerated a fierce nationalism among 
the backward peoples which is the 
most powerful source of countervail- 
ing power in the present times. So 
we are already in a position to learn 
a few lessons about the nature and 
limitations of the countervailing 
power in the backward countries. 


Lessons from Experience 


‘The first lesson is that some sources 
of countervailing power, like the 
co-operative societies, themselves 
need a fairly high degree of business- 
like behaviour and ‘economic ad- 
vance’ and can only be fostered very 
slowly in the backward countries. 

‘The second lesson is that it is easier 
to redistribute existing incomes than 
to redistribute and stimulate eco- 
nomic activity by the use of counter- 


vailing power. The governments of 


some backward countries are now 
able to obtain a larger share of the 
income from the exploitation of the 
natural resources, either by striking 
better bargains with foreign mining 
concerns or by means of marketing 
boards in the case of peasant pro- 
duce; but they are still faced with 
the problem of  reinvesting the 
money in a directly productive way 
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) 


as distinct from increa expendi- 
ture on general social services. It is 
difficult enough to tind outlets for 
productive investment in ba kward 
countries; it is far more difficult to 
find those outlets which will increase 
the direct participation of the back- 
ward peoples in the processes of 
economic activity. 


It is important to sti his point 
because the governments of the backward 
countries, in their desire to have rapid and 
spectacular economic develop , may be 


tempted to embark on those large-scale 


projects ra hic h, even if th re Succes ful 
as business concerns. mio nol appre 
increase the party f l hei pe les 
in the new economic activities. In some 
countries excessive central planni 

sive rise to a new class f ‘middlemen’ in 
the GUISE of government age? } ials, 
y [part fre ils failure as a business ¢ On- 


cern. the fundamental weakness of the 
famous ‘Ground Nut Se! of the 
British Overseas Food Corporalion was 


that in an attempt thid results 
on a large ali e ” 
d ] i 


tion wn lt. 


The final lesson to be learnt is the 
danger of an excessive use of 
countervailing power combine: 
an extreme economic nationalism. 
As a counter-measure to the dis- 
equalising forces at the international 
level, discriminatory and protective 
measures to change the existing 
terms of comparative costs and foster 
the national economies of the back- 
ward countries have thei ice. In 
certain circumstances, they may 
even have a favourable ellect on the 
volume of international trade in the 
lone run. 

But. on the other hand, the dan- 


gers of excessive nationalist 
policy should not be underrated, T! 
loss to the backw ird cou if int! 
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case is not merely consumers’ loss 
through having to pay a higher price 
or through having to put up with 
poorer qualities of commodities sub- 
stituted for imports; a far heavier 
loss may lie in the sphere of eco- 
nomic activities when cut off from 
the stimulating contact with the 


outside world. This is also true of 


trade unions. In backward 
countries trade unions have the very 
important function of breaking the 
industrial colour bar; but in others 
they may become a crippling burden 
on the economy and inhibit eco- 
nomic progress cf, Report on Cuba, 
by the Economic and ‘Technical 
Mission of the International Bank 
for Reconstruction Develop- 
ment, pp. 135-59). 


Need for Understanding 


These considerations should not, 
however. blind us to the cenuineness 


ol the disequalising factors working 


against the backward peoples and 
their real need for countervailing 
power. From the point of view of 
these peoples this is where the real 
rub lies. It is, however, precisely on 
this point that economists, both of 
liberal and of central-planning per- 
suasion, have shown the least sym- 
pathy and understanding. The liberal 
economist is apt to believe that the 
disequalising factors do not exist and 
that all attempts to use the counter- 
vailing power are the result’ of 
‘irrational economic nationalism’. 
The central planner is apt to seek a 
solution of the essentially distributive 
and structural problems of economic 
backwardness in terms of bigger and 
better aggregative economic develop- 
ment plans. Thus the study of the 
disequalising factors at work against 
the backward peoples has never 
really been allowed to emerge from 
the intellectual underworld of ex- 
treme economic nationalism. 


ECONOMIC DEVELOPMENT from opposite pag 


12, The export ol ¢ apital reduces 
capital formation at home, and so 


keeps wages down, ‘This is offset if 


the capital export cheapens the 
things which workers import, or 
raises wage costs in competing 
countries. But it is aggravated if the 
capttal export raises the cost of im- 
ports or reduces costs in competing 
countries, 

13. The importation of foreign 
capital does not raise real wages in 
countries which have surplus labour, 
unless the capital results in increased 
productivity in the commodities 
which they produce for their own 
consumption. 

tropical 


commercial produce is so cheap, in 
terms of the standard of living it 
affords, is the inefliciency of tropical 


food production per man. Practically 


all the benefit of increasing efficiency 
in export industries goes to the 
foreign consumer; whereas raising 
efficiency in subsistence food produc- 
tion would automatically make com- 
mercial produce dearer. 

15. Phe Law of Comparative Costs 
is just as valid in countries with sur- 
plus labour as it is in others, But 
whereas in the latter it is a valid 
foundation of arguments for tree 
trade, in the former it is an equally 
valid foundation of arguments for 
proces tion, 
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Economic Development 


with Unlimited Supplies of Labour 


BY ProrEssor W. ArrHuR Lewis (MANCHESTER UNIVERSITY) 


Ie give below the author's own summary 
of a valuable study of economic principles 
in relation to underdeveloped areas. The 
entire article, running to some 20,000 
words, deserves careful study. 

1. In many economies an unlimited 
supply of labour is available at a 
subsistence wage. This was the 
classical model. ‘The neo-classical 
model (including the Keynesian) 
when applied to such economies gives 
erroneous results. 

2. ‘The main sources from which 
workers come as economic develop- 
ment proceeds are subsistence agri- 
culture, casual labour, petty trade, 
domestic service, wives and daughters 
in the household, and the increase of 
population. In most but not all of 
these sectors, if the country is over- 
populated relatively to its natural 
resources, the marginal productivity 
of labour is negligible, zero, or even 
negative. 

3, The subsistence wage at which 
this surplus labour is available for 
employment may be determined by 
a conventional view of the minimum 
required for subsistence; or it may 
be equal to the average product per 
man in subsistence agriculture, plus 
a margin. 

4. In such an economy employ- 
ment expands in a capitalist sector 
as capital formation occurs. 

5. Capital formation and_ tech- 
nical progress result not in raising 
waves, but in raising the share of 
profits In the national income. 

6, The reason why savings are low 


in an undeveloped economy rela- 
tively to national income is not that 
the people are poor, but that 
capitalist profits are low relatively to 
national income. .\s the capitalist 
sector expands, profits grow rela- 
tively, and an increasing proportion 
of national income is re-invested., 

7. Capital is formed not only out 
of profits but also out of credit 
creation. The real cost of capital 
created by inflation is zero in this 
model, and this capital is just as use- 
ful as what is created in more 
respectable fashion (7.¢. out of profits). 

&. Inflation for the purpose of 
eetting hold of resources lor war may 
be cumulative; but inflation for the 
purpose of creating productive capi- 
tal is self-destructive. Prices rise as 
the capital is created, and fall again 
as its output reaches the market. 

g. The capitalist sector cannot 
expand in these ways indefinitely, 
since capital accumulation can pro- 
ceed faster than population can 
grow. When the surplus is exhausted, 
wages begin to rise above the subsis- 
tence level. 

10. The country is still, however, 
surrounded by other countries which 
have surplus labour. Accordingly as 
soon as its wages begin to rise, mass 
immigration and the export of 
capital operate to check the rise. 

11. Mass immigration of unskilled 
labour might even raise output per 
head, but its effect would be to keep 
wages in all countries near the sub- 
sistence level of the poorest countries, 
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Enough Houses in Britain by 1959? 


BY D. N. CHEesTerR (Oxrorp UNIversiry) 


Durinc the five years 1935-39 some 
1,800,000 new houses and flats were 
built in Great Britain of which 76 
per cent were provided for private 
ownership. Some of the local author- 
ity houses, however, were built 
without the aid of a subsidy and thus 
altogether over Go per cent of houses 
and flats built in those five years 
were unsubsidised. In marked con- 
trast, from April 1, 1945, to the end 
of 1953, out of 1,530,000 new per- 
manent houses and flats provided, 
all but 16 per cent have been pro- 
vided for local authority or other 
State-aided public ownership. 
Subsidies 

This difference has several im- 
portant consequences. First, it means 
a much greater cost to the taxpayer 
and the ratepayer. The present sub- 
sidy (national and local) is £35 12s. 
per house per annum, so that each 
year adds a further £9m. to the total 
public expenditure. Moreover, as 
the subsidy is payable for each year 
of the estimated life of the house (60 
years), it is cumulative. The Civil 
Estimates for 1954-55 include £52m. 
for Exchequer subsidies per- 
manent houses, and to this must be 


added the extra sums paid out of 


local rates. If current policy con- 
tinues the Chancellor of 1961 will 
have to provide about double that 
amount. 

Second, there is the effect on the 
character of the community. In some 
towns already a very high proportion 


of the population are tenants of 


municipal houses. When the large 
number of mid-nineteenth-century 


Annual Revicu British Indust), 


working-class houses in these areas 
are replaced by new houses or taken 
over by the municipality, under the 
present Housing (Repairs and Rents) 
Bill, it will be nearer the exception 
than the rule to live either in one’s 
own house or in a house privately 
owned. ‘This is hardly a move in the 
direction of a property-owning dem- 
ocracy. 

Politics apart, this is bound to 
raise problems. ‘There is a large pres- 
sure group heavily subsidised by the 
rest of the community without regard 
to relative incomes. There is the 
dependence on one landlord in each 
locality who will have almost a 
monopoly. ‘There is the possibility 
that demand for housing will be 
distorted and swollen. ‘This brings 
me to my third point—the eflect ou 
the number and kind of houses 
demanded. 


Low and High Costs 


The large-scale unsubsidised hous- 
ing development of the 1930’s was 


made possible by the low cost of 


private house purchase following the 
combined effect of a marked fall 
both in construction costs and in the 
rate ol interest. Notwithstanding 
large-scale unemployment and rela- 
tively low wages there were a sub- 
stantial number of people, including 
the better-off working classes in 
regular employment, for whom 
house-ownership was attractive and 
feasible. ‘Vhus the subsidies of the 
208 gave way to the private owner- 
ship of the °30s. 

The circumstances at the moment 
are quite different. Building costs are 


1954, Financial Times, London, July 1954 
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LNOUGH HOUSES IN BRITAIN BI 


high and are most unlikely to show 
any major decline unless there is a 
break in the general price level and 
a much easier employment situation. 
The capital cost of a new house is 
probably around four times its pre- 
war level, whereas earnings in many 
occupations are only twice or at most 
three times the 1938-39 level. More- 
over, the possibilities of cheap and 
plentiful private housing on any scale 
are restricted in many urban areas by 
the absence of sites of sufficient size 
—the Local Authority having pre- 
empted all the best large sites. 
Home Ownership 


In contrast to the difficulties of 


private house ownership there is the 
apparent attractiveness of subsidised 
municipal housing. ‘The subsidy 
opens a wide gap between renting 
and owning, and a much larger 
number of newly-weds look auto- 
matically and unashamedly to the 
municipality to provide them with 
the house of their dreams. ‘True, the 
number of houses built for sale (and 
without cost to the taxpayer) has 
risen during 1953—-being 63,000, as 
against 94,000 in 1952. But as a 
percentage of the total of new houses 
constructed the increased figure loses 
some of its significance—being 19.7 
per cent, as against 14.3 per cent. 

The fact is that the Labour Party seems 
to have adopted the position that as few 
as possible should be given the opportunity 
to live in unsubsidised houses until all who 
want to live in small subsidised houses 
have been satisfied. And the Conservative 
Party has not found it politically feasible 
to adopt a radically different line. Mr 
Macmillan has, however, expressed 
the hope recently that some 80,000 
or more of this year’s new houses will 
be unsubsidised. 

Only a drastic reduction in capital 
costs or in the gap in weekly costs 
between private and subsidised 


housing is likely to produce a signifi- 
cant change of attitude. The latter 
could be achieved either by a reduc- 
tion in the subsidy per house or by a 
new subsidy given to private owners. 
(A reduction in the State subsidy 
has now been announced.—Epiror, 
E.D.) 

Mr Macmillan has tried to meet 
this situation by encouraging the sale 
of pre-war municipal houses and by 
his very recent move to improve the 
terms for private house purchase on 
mortgage. His present Bill, par- 
ticularly the part dealing with the 
improvement of existing private 
houses, should do something to main- 
tain the stock of the best of such 
houses. However, the current situa- 
tion strongly favours a demand for 
subsidised housing, even on the part 
of those who would appear to have 
the means to pay the true rent. 

There is, moreover, a lower level 
of subsidised housing—the great 
mass of rent-restricted property— 
only in this case the subsidy is given 
by a private owner and not by the 
State. Though this is cheap housing 
it is usually not modern nor in a good 
state of repair. Nevertheless, there 
are large numbers who prefer cheap 
to modern housing. 

Slum Clearance 

In the first instance, therefore, the 
main pressure even for subsidised 
new housing must come from those 
living in rooms or sharing a house, 
and once this demand is fully satis- 
fied there may well be increasing re- 
sistance created by the gap in weekly 
rents between rent-restricted old and 
subsidised modern houses. 

Mr Macmillan’s Repairs and 
Rents Bill is a step in the right 
direction. But the rent increase 
allowed is not sufficient to narrow 
materially the gap between old and 
new houses, and in most cases any 
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possible increase in the demand for 
new subsidised housing may well be 
offset by the improvement in the 
condition and amenities of the old 
houses. 

The slum clearance campaign, 
however, is likely to emphasise the 
general trend. People compulsorily 
turned out of low-rent houses are not 
likely to be willing to pay a much 
higher rent, especially their 
general expenses of living (for ex- 
ample, cost of travel) may well be 
increased by the enforced removal. 
Slum clearance is, therefore, likely 
at least to maintain, if not increase, 
the subsidised housing programme. 
A possibly important factor opera- 
ting in the opposite direction is the 
desire of a good many to live in 
‘something better’ than on a muni- 
cipal estate. 

I have on earlier occasions 
hazarded a guess at the future de- 
mand for housing, but I now feel less 
confident, partly because the effect 
of a heavily subsidised demand is not 
easy to forecast. The gap of 1.2m. 
between the number of families and 
the number of houses shown by the 
Census of April, 1951, should, at 
current output, be closed during the 
second half of 1955. In many areas 
I still believe this will prove to be 
true, excluding, however, houses 
needed to replace those compulsorily 
pulled down as slums. But two fac- 
tors mav falsify the figures. 

On the one hand there are 


undoubtedly quite a number of 


houses being pulled down or falling 
out of use, ‘The increase of 320,000 
houses per annum is a gross figure 
and the net addition mav be nearer 
250,000. As however. most of these 
‘losses’ are likely to be old or slum 
houses. it means that the number to 
be dealt with at stave two, that is, 


Aiter 2 J e per family has been 
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provided, will be correspondingly 
less. 
Present Rents 

On the other hand, many people 
who, under pre-war conditions, 
would have given up their house, 
gone into rooms, shared a house, or 
moved into a smaller house, are en- 
couraged by present rents to remain 
in full possession of their house. In 
other words, the number of potential 
house occupiers may be rising more 
markedly than pre-war experience 
may indicate. Even so, Professor 
Ford, in his recent valuable booklet, 
Housing ‘Targets, has estimated that 
24m. extra houses over the number 
at April, 1951, would provide all 
possible ‘families’ up to the year ig61 
with separate accommodation. At 
current output this ‘requirement’ 
will be met by 1959-60. ‘Vo this must 
be added the replacement of slim 
clearance—1 }$-2m. houses—or any- 
body’s guess. 

Decisions on housing policy are 
still largely obsessed by the over- 
whelming feeling that numbers and 
speed are the only real considera- 
tions. There has been little or no dis- 
cussion of what the situation will be 
like in, say, five years’ time. Yet two, 
possibly three or even more, years is 
the normal period between the first 
decision to build and the occupation 
of a house. Vhe houses built as a 
result of decisions made during 1954 
and 1955 will be becoming available 
in a rather diflerent housing situa- 
tion. If my view is right, that the 
ereat bulk of the housing demand 
will be met in seven or, at most, ten 
vears’ time, it is clear that the de- 
cisions made during the next three 
or four vears represent almost our 
last chances. Are they being made 
with an eve too much on curreiit 
circumstances or is anybody looking 


further ahead 2 
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Impact at Home and on International Trade 


ry PrRoressor D, GALE Jounson (Cutcaco UNiversiry) 


Tur United States price support and 
related) programmes can be ap- 
praised from several different view- 
points, 

Let us first consider what the 
American consumer and taxpayer 
obtained for the $19,000 million of 
tax funds spent on various farm pro- 
erammes related to the price support 
operations from mid-1933 through 
mid-1952. Approximately $9,400 
millions of the total were in the form 
of direct payments to farmers, while 
the remainder was the losses on price 
support operations, domestic sub- 
sidies (school lunch programme and 
food stamp plan, for example) and 
export subsidies. On the basis of 
fairly extreme assumptions about 
demand and assuming a zero elas- 
ticity of supply, total expenditure 
upon farm products over the period 
1939-52 was increased by approxi- 
mately $12,000 million. Thus the 
total cost to consumers tax- 
payers might be set at a maximum 
of $25,000 million. 

But this is only a part of the story, 
and perhaps only a minor part. Con- 
trary to original expectations, the 
overall effects of the pro- 
erammes, including price supports, 
were to increase farm output, and 
more importantly, to increase output 
per unit of input. Between 1925-29 
and 1949-53, total farm output 
increased by 46 per cent and output 
per unit of input rose 39 per cent. 

There are several reasons for 
attributing at least part of the 


increase in technical efficiency (the 
rise in the ratio of output to input) to 
the farm programmes. For one thing, 
where attempts were made to restrict 
the output of farm products by 
rationing land, farmers tried out 
methods of substituting other inputs 
for land and discovered that these 
methods of production were profit- 
able even when the land input was 
not rationed. In addition, most of 
American agriculture was short on 
capital by the mid-thirties as a con- 
sequence of disinvestment during the 
first part of the decade. The rate of 
investment in agriculture was in- 
creased sharply in the late thirties, 
in part because of the large direct 
payments to farmers. Certain of the 
farm programmes, particularly the 
soil conservation efforts, constituted 
a large-scale extension or education 
programme, with a feature that 
other educational activities lacked— 
namely, money to give to farmers. 
Finally, price supports by reducing 
uncertainty undoubtedly acted to 
induce farmers to try out new 
methods of production and to expend 
more on current inputs requiring 
cash expenditures. 

Ifa fifth of the increase in the ratio 
of output to input were attributable 
to the farm price support and related 
programmes and the same quantities 
of farm resources had been used 
during each of the years, the farm 
output forthcoming over the period 
in the absence of such programmes 
would have been about 4 per cent 


From Department of Economics, Princeton University, New Jersey, U.S.A. (Essays in Inter- 
national Finance, No. 19, June 1954 
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less than it actually was, Assuming a 
price elasticity of demand of 0.25, 
total consumer expenditures would 
have been increased by about 
$36,000 million for the last twenty 
years—far in excess of the direct tax 
expenditures and the estimated costs 
to consumers of export dumping and 
other price support costs. What this 
argument implies is that domestic 
expenditures on farm products might 
have been greater in the absence of 
the programme than they have been 
with the programme. 

The above line of argument also 
supports the conclusion that the 
income gains to farmers have been 
relatively small, if, indeed, any gains 
have accrued. This is a reasonable 
conclusion on other grounds as well. 


Influence Abroad 


Competing foreign producers of 
agricultural products have been 
affected in various ways by our 
domestic farm programmes. 

I am convinced that, if given a 
chance to cast a ballot, the foreign 
producers of cotton, tobacco, and 
sugar would vote to support the 
United States farm programmes. 
‘The United States programme has 
added considerable stability to world 
prices of cotton, and, while the hopes 
that American actions might result 
in higher prices for cotton may not 
have been realised, foreign cotton 
output has expanded materially 
during the period of our loan pro- 
erammes, Much of the basis for this 
expansion may have been the pre- 
sumption that the United States 
would not allow cotton prices to 
again fall to the low levels of the 
early thirties. 

Tobacco producers throughout the 
world have gained not only stability 
but probably higher prices. Tobacco 
is the one product in which output 


increases have been held in check 
somewhat and the United States has 
not resorted to export dumping to 
any important extent. Furthermore, 
tobacco prices have been stabilised 
around a moving upward trend. 


The gains to foreign producers of 


sugar have arisen primarily because 
the existence of the sugar programme 
has made possible a net reduction in 
the sugar tariff from 2 cents a pound 
to 0.5 cents a pound, though a part 
of this gain is offset by a processing 
or excise tax of 0.535 cents per 
pound, the proceeds being paid to 
domestic producers of sugar. Despite 
the quotas on sugar imports, it would 
appear that the total value of sugar 
exports from Cuba to the United 


States is greater than it would be if 


there were no quota programme and 
the higher tariff prevailed. If the 
tariff were 2 cents a pound instead 


of the present combined rate of 


1.035 cents, Cuba would have to 
increase her shipments of sugar by 
almost 25 per cent in order to main- 
tain the same dollar earnines, assum- 
ing the American retail sugar price 
remained at its present level. But if 
the import quotas were abandoned 
(unless Cuba instituted an export 
quota), the domestic price would 
probably fall since supplies available 
to the United States market would 
increase. Thus the monopolistic ex- 
ploitation of American consumers is 
not without its benefits to the Cuban 
economy. 

It is less clear what competing 
wheat producers would or should say 
about our wheat programme. In 
1949 and early 1950 and in 19593- 
1954 the loan programme probably 
prevented a further sharp drop in 
world wheat prices. It is the reluc- 
tance of Congress to appropriate 


[Concluded on hage 262 


| 


d 
| 
| 

n 

n 

i 
4 n 
3 

d 

: 

n 

a 

| 

b 
| 

a) 
3 

SE 
i 3 

| Fr 

= 


359 


BANK FOR INTERNATIONAL SETTLEMENTS REPORTS 


Good Prospects for Monetary 
Rehabilitation 


CONTRARY to many pessimistic pre- 
dictions, it is now clear that in the 
past year (April t, 1953-March 31, 
1954). the more favourable factors 
for monetary rehabilitation —pre- 
dominated. In the United States the 
readjustment which was to be ex- 
pected after so many years of a pro- 
nounced upward business trend has 
not, at least so far, shown signs of 
involving the American economy in 
a downward spiral; and for most 
European countries 1953 was a year 
not only of consolidation but also of 
sustained economic growth: in a 
ereat many of these countries pro- 
duction has reached new record 
heights, prices have shown a remark- 
able degree of overall stability, and 
monetary confidence has been 
strengthened, as evidenced by the 
improvement reserves in 
quotations on the exchange markets, 
and by the fall in the free-market 
price of gold. 

Dispelled Prejudices 

These facts are certainly worthy 
of note in themselves, but they are 
important in another way, too, since 
they may well serve to dispel a num- 
ber of preconceived ideas—not to say 
prejudices—which have been pre- 
valent in the post-war economic 
world. 

(1) For one thing, the application 
of flexible monetary policies has been 
so successful in’ many different 
countries that it can hardly be 
claimed any longer that changes in 
interest rates or other measures in 


the field of credit are ineffective and 
outmoded as instruments of eco- 
nomic management; for they have 
shown themselves far superior to 
methods of detailed and irksome 
administrative control and the fixing 
of ‘targets’, which in themselves make 
no contribution to economic expan- 
sion. 

(2) Secondly, it had come to be 
taken almost for granted that even a 
relatively small decline in industrial 
output in the United States would 
lead to a proportionately greater 
reduction in American imports and 
that this would, in particular, cause 
European countries great difficulties 
through a renewed widening of the 
dollar gap. It has therefore been 
most heartening to find that, not- 
withstanding the fall over the past 
twelve months in the U.S. index of 
industrial production, European 
countries have continued to produce 
and export at a high rate and to add 
to their gold and dollar holdings. 
These things are not determined by 
blind fate. On the contrary, if the 
proper measures are taken on both 
sides of the Atlantic a very useful 
influence can be exercised on the 
trend of affairs. 

(3). Thirdly, there has been a 
strange notion, that a strengthening 
of monetary reserves and an im- 
provement in the value of individual 
currencies could be achieved only by 
a policy of ‘deflation’ and at the cost 
of heavy unemployment. The fact 
that in so many European countries 
the monetary-reserve position has 


From Trwenty-fourth Annual Report. 1953-4. Bank for International Settlements, Basle. June 14. 1954 
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been strengthened currency 
values have improved since the sum- 
mer of 1953, and that all this has 
been found possible at a time when 
industrial output and employment 
have been on the increase, ought to 
bring home the surely obvious truth 
that monetary rehabilitation and economic 
recovery are not allernative and contrary 
objectives, but should, in properly framed 
policies, be pursue las twin aims of equal 
wnportance. 


Sensible Budget Policy 


It is no mere accident that some of 


the countries which have recently 
placed more reliance upon the forces 
which operate in free and extensive 
markets have achieved most satis- 
factory results, But there are limits 
to what can be done by monetary 
policy alone. Now that the govern- 
ment sector plays such an important 
role in economic life, it will need 
more than ever to be supplemented 
by sensible budgetary policies. 

sudgetary surpluses may prove to 
be an effective help in the reconsti- 
tution of monctary reserves, as has 
actually been shown by the examples 
of the Netherlands and = western 
Germany. But with government 
expenditure at its present high level 
it is not to be expected that large 
amounts of savines can be mobilised 
in this wav. The essential problem in 
most countries ts rather so to limit overall 
budgetary expenditure that it becomes 
possible for savings acti rt) lo produce the 
resources required for continued economic 
growth, 

The moment has certainly not yet 
come to sit back and look with com- 
placency on the results already 
achieved. What remains to be done 
is in some ways perhaps more diffi- 
cult than what has already been 
accomplished, considering that in 
the first vears after the war the most 
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urgent problem was to overcome 
physical shortages of goods and 
services and to combat open intla- 
tion. For instance, the restoration of 
order in the public finances, includ- 
ing the limitation of Treasury com- 
mitments, remains for many coun- 
tries, burdened as they are by heavy 
military charges, a problem that calls 
not only for stubborn determination 
but also for the makine of some by 
no means easy choices. 


Wider Capital Markets 


In many countries there is the 
further task of establishing wide and 
effective capita] markets, since they 
constitute an essential condition for 
the sound financing of investments 
which, in turn, are the key to lasting 
economic progress. For the damage 
wrought by twenty vears of crisis, 
war and makeshift economic policies 
cannot be repaired overnight. An 
improvement productivity, by 


which alone the living standards of 


the great mass of the people can be 
raised, requires not only the co- 
operation of all factors of production 
but, in some countries, rather diffi- 
cult structural changes. It is becom- 
ing increasingly evident that progress 
in this direction can be achieved 
only if a high degree of freedom is 
restored to trade and payments, even 
though certain temporary measures 
may have to be taken in order to 
mitigate the hardships necessarily 
involved in such adjustments, 

It is not only from a general point 
of view that liberalisation of trade 
and payments is desirable. Far from 
being a concession to the interests of other 
countries, the removal of trade and pay- 
ments restrictions must be regarded as a 
necessary condition for health and expan- 
ston in each country’s domestic economy. 

It is interesting to note that in 
eastern as in western European 
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GOOD PROSPECTS FOR MONETARY RETIARILITATION — 


countries the objective of higher pro- 
ductivity has been broueht reso- 
lutely to the fore, Vhere could have 
been no greater insistence this 
point than in recent speeches by 
leading members of the Soviet 
Government. So far as the eastern 
countries are concerned, monetary 
stability is patently regarded as a 
prerequisite for an advance in pro- 
ductivity and a properly ordered 
economic life; no illusions are enter- 
tained that it is possible to conjure 
up resources by means of cunningly 
devised measures of credit expansion, 
Genuine savings are essential to the 
ULS.S.R., as to any other country, 
for they alone can furnish the 
resources required lor the carrving 
out of the investments that are so 
urgently needed. 

For a lone time it has been very 
difficult to arouse sufficient interest 
on either side of the Atlantic in the 
question of monetary policy. Only a 
few unheeded voices maintained 
that monetary re] was not 


IN a cquestlon ¢ economic ortno- 


do ( rectitude but a 
basic condition of lastine economic 
and social pr 

Fortunate] this matter has 


heen considered more seriously. if 


not alwavs with the sense of ureency 


that it deserves, 

In the United States the con- 
clusions of the Randall Commission 
mav to some extent represent a 
compromise solution, but they would, 
if accepted, bring about better con- 
ditions in many respects and provide 
the minimum basis for active trans- 
atlantic co-operation, thus reducing 
the danger of a division within the 
western world of the kind which 
caused such ereat losses and so much 
suffering in the 1raq3os, It is certainly 
valuable that the main lines of an 
American contribution ire) the CO- 


operative enterprise of a return to 
currency convertibility have been 
defined by a government commission 
set up by the United States itself. 


Action Instead of Argument 


Instead of merely discussing the 
question of convertibility, the author- 
iues In many European countries 
have continued to take active 
measures for its realisation. Instead 
of endlessly arguine the merits and 
demerits of every possible method of 
tackling the problem, a beginning 
has been made with the necessary 
practical steps. 

Such steps include the reopening 
of commodity markets, the restora- 
tion of spot and forward exchange 
markets, the unification of different 
types of account for one and the same 
currency, the elimination of the dis- 
counts at which currencies have been 
quoted in free markets and the 
drastic simplification of the more and 
more complicated. Even so, less and 
less relevant foreign exchange regula- 
tions—and improvements such = as 
these signify the realisation of con- 
vertibility in practice and in such a 
wav that its official recognition will 
be litthee more than a formal con- 
firmation of an already existing state 
of affairs. 

It is, however, necessary that the 
momentum shall remain strong and 
be sufliciently sustained to override 
the powerful resistance offered by 
bureaucratic routine and the short- 
sighted objections of vested interests. 
Sectional and other interests will, 
indeed, have to recognise that the 
period of easy profits is over, and 
that clients need no longer form a 
queue in the street or have to await 
their turn in the order books. 

It has at last become evident that 
creater freedom of trade and payments, far 


from provoekine 1) vatastrobhes which 
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interested parties never failed to predict, 
has increased the monetary and economic 
strength of the countries concerned; and 
there are few countries today which are not 
prepared to join in the common effort. 


International Co-operation 


To improve and maintain the 
health of its internal economy is 
primarily a matter for each indi- 
vidual country, but there is also a 
definite need for co-operation in the 


international sphere, Ifa number of 


countries move forward side by side 
towards the goal of convertibility, 
freedom of trade and payments 
would be established over an even 
wider field, and many strains and 
stresses would be mitigated by the 
very extension of the area of liberty. 
Sometimes in the past the need for 
concerted action appears to have 
been cited as a reason for delay, but 
now that a sufficient number of 
countries are determined to go ahead 
with practical measures co-ordina- 


tion of policy should lead to a general “ 
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increase in strength and thus make it 

easier for the individual countries to 

take part in a common action, 
Convertibility still remains the 


most effective and flexible form of 


integration in the relations of the 
European countries with one another 
and vis-a-vis the rest of the world. 
The momentum of the movement 
towards convertibility has not been 
lost; only dire political emergencies 
would now be capable of arresting its 
advance. For this movement is im- 
pelled not only by the interests of the 
individual countries, anxious to con- 
solidate their post-war recovery, but 
also by the transcending—and no less 
real—interest of all countries in 
establishing between themselves the 
elastic but strongly-knit bond pro- 
vided by a system of convertible 
currencies.’ 


[Jt ts intended to print further extracts 
from this—as_ usual—admirable report 
in the next number of Economic Digest.— 
Epiror. | 


U.S. AGRICULTURAL PRICE 


additional funds for export subsidies 
that is maintaining wheat at its 
present price in world markets, but 
it is also our present high support 
price that is preventing our wheat 
producers from reducing output. The 
latter consequence may well lead to 
lower world wheat prices in the future, 
if an attempt is made to liquidate 
our stocks. (It has now done so, of 
course.—Eprror, E.D.) 

Producers of dairy products in other 
countries have probably not been 
favourably impressed by our dairy 
support prices and the attendant 
restrictions on imports. It is doubt- 
ful, however, if much imported 
butter would be sold in the domestic 
market if we had no price supports 


POLICY (continued from page 35° 


on butter and only a nominal tariff. 
Cheese may be a different story, but 
even here imports were not very 
large before quotas were imposed. 


Size of Surpluses 


By the summer and fall of 1954 
carry-over of wheat will equal Soo 


million bushels (70 to go per cent of 


annual production); corn, 750 mil- 
lion bushels (22 to 26 per cent of a 
crop); cotton, 9.5 million bales (60 
to 75 per cent of output); and fats 
and oils, 1,700 million pounds (30 
per cent of domestic disappearance). 
There is no reasonable expectation 
that control measures in effect in 
1954 will result in a reduction in 
these stocks by mid-1955, or in 1956. 
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Cheaper Wheat—The Consequences 


by L. St CLARE GRONDONA 


THE price of wheat is probably the 
most significant factor in the national 
economies of all Ruropean peoples 
and is an increasingly important 
influence in Asian economies. 

It is not only the cost of bread 
which is at stake. The prices of all 
other grains——barley, oats, rye, rice, 
maize and = sorghum—are closely 
allied to wheat costs. So are those of 
peas and beans and of the residues 
of nuts and seeds from which oil has 
been extracted. 

Excepting only rice, all these— 
with the wheat offals, bran and 
pollard—are the concentrated feed- 
ing-stuffs for livestock. \Vith these 
cheaper, the output of dairy and 
poultry products, pork and bacon 
and certain other meats would 
greatly increase—with substantially 
reduced selling prices. 

Big Carry-over 

While it is naturally disturbing to 
erowers that wheat prices should 
recently have fallen—with further 
reductions in prospect—this is ex- 
tremely good news for the 50m. 
people of the United Kingdom. 

To get the present situation into 
focus, it is essential to recall the 
events in the wheat world since 1949, 
when the four-year International 
Wheat Agreement was signed. The 
parties to that Agreement were the 
United States, Canada, Australia, 
Uruguay (which withdrew after one 
year) and France, as ‘exporters’, and 
97 (subsequently increased to 41) 
countries which were ‘importers’. 

Total exports under the Agree- 
ment were to be 456m. bushels, later 


Bonin Da ¢ lecraph 


increased to 580m. bushels. The 
importers undertook to purchase 


‘specified quantities, of which the 


United Kingdom would take 177m. 
bushels, Italy ,om., and India 38m. 
bushels. All agreed to pay, at port ol 
shipment, at least $1.50 per bushel. 
and this sum decreased by 10 cents 
a vear in the following three years. 

A carry-over of wheat by the 
exporters of 196.4m. bushels in July, 
1947, had been followed by one of 
4360.0m. in 1948, and it was expected 
when the Agreement was signed that 
there would be a further increase as 
at July, 1949. 

It was then clearly the intention 
that, if this grain continued to be in 
super-abundant supply in the en- 
suing four seasons, its price should be 
permitted to decline in orderly 
fashion by not more than 10 cents 
a bushel, per annum, down to $1.20 
in 1953 when the situation would 
be reviewed. For their part, the 
exporters agreed that the maximum 
(1.W.A.) price should not exceed 
$1.80 throughout the four years. 

A series of bountiful harvests fol- 
lowed with carry-overs continuing 
to increase to nearly 1,000m. bushels 
in August, 1953. Yet far from there 
being any reduction in price, this re- 
mained constantly at $1.80 through- 
out. 


U.S. Subsidies 


This setting at nought of the law 
of supply and demand was due 
mainly to the fact that the United 
States Commodity Credit Corpora- 
tion (C.C.C.) stood ready to buy 
American wheat at prices higher 


London. Fune 25, 1954 


} > = 
ol 
he 
er 
nt 
en 
ICS 
he 
n- 
ul 
SS 
1e 
‘ts 
rt 
2 
it 
a 
S 
. 
1 
1 


364 


than the T.W.A. maximum by 19 
cents In 1949-50, by 38 cents in 1950- 
51, by 4o cents in 1951-52, and by 
41 cents in 1952-53. 

‘Taking full advantage of this ex- 
traordinary benevolence in_ their 
favour, United States growers, by 
selling their surpluses to the C.C.C., 
contrived to keep American market 
prices at much higher than C.C.C. 
levels, 

The result was that, to fulfil the 
United States’ commitment to 
1.\W.A, importers, the United States 
Exchequer had to pay growers the 
difference between the high ‘open’ 
market prices (from time to time) 
and $1.80; and in one year this was 
bg cents bushel—to aggregate 
S174m. 

It was an extraordinary situation, 
The more wheat the American 
erowers produced the dearer it be- 
came to American consumers, be- 
cause they had to pay in taxation 
for all that went into the C.C.c, 
as well as for the wheat they con- 
sumed; and on top of that) they 
had to subsidise, by over halt al 
dollar, every bushel sold) under 
contract, 

Vo the extent that the Americans 
paid the price for this peculiar state 
of affairs it was their own concern, 
But unfortunately the etlects, ex 
tending far bevond the United 
States’ domestic sphere, were detri- 
mental to the economies ofall wheat. 
IMporting countries, 


U.K, Withdrawals 


When the ILAW.A, came up for re- 
view early in’ 1953. the Americans 
demanded a maximum of $2.25 per 
bushel under a new Agreement, to 
take effect from Aug. 1. Britain’s 
offer of Se.05 having been refused, 
she courageously and wisely declined 
to he a party to the new Agreement 
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—a decision which has since proved 
disconcerting to the three chiet 
exporters, 

‘The following table shows how 
their exports fell in the first’ nine 
months after July, 1953, compared 
with the corresponding period in the 
preceding ‘wheat year’: 


Milli: n hus} é 


Canata....... 249.6 186.2 
nited States . 145.1 
Australia ..... 08.0 13.5 


Both Canada and the United 
States have had a further bountilul 
harvest, with the result that a 
greatly increased carry-over is to he 
expected in August. In the case of 
Canada alone this is expected to 
exceed 15.5m. tons, enough to pro- 
vide Britain with her wheat. im- 
ports for three years, 

‘Yo add to the exporters’ ditlicul- 
ties several importers who were 
parties to the new Agreement have 
failed accept their quota 
chietly, perhaps, because Aroentina 
alter oseries of poor seasons 
exported bushels in the vine 
months after Aue. last vear, 

Karly in June United States e 
port prices were lowered by ro pe 
cent, and Canada’s by tol per cent 
More the Coanadtan 
ister for Trade, Mr has stated 
that Government would Smaak 
no fetish of Keeping prices at cu 
rent levels if these interfered wit! 
exports’, 

All this is satistietory from 
the British viewpoint: and is 
noted with interest that a member 
of the Canadian Parliament has 
suggested an Anglo-Canadian wheat 
agreement, and that Canada should 
be prepared to accept payment for 
wheat in sterline. 
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Australia Anxious 

Anxiety is felt in this turn of 
events, and it is instructive to con- 
sider the extent to which the Aus- 
tralians have benefited from the 
working of the L.W.A. 

During the four years to 
August, 1953, while they constantly 
received (in terms of Australian cur- 
rency, that is Afi 5s. to Ef1) 
16s. id. per bushel (fo.b.) for all 
wheat sold under the Agreement, 
their own domestic needs were sup- 
plied at 6s, Sd. during 1949-50 
gs. 5d. per bushel below I.W.A. 

below I.W.A.) in 
at ros, (6s. 1d. below 
LALA.) in 1951-52: and at ris. rid. 
js. 2d. below [.W.A.) in 1952-53 

More over, owing to the artific jally 
hich ‘open? market prices resulting 
from the operations of the United 
Commodity Credit Corpora- 
tion and other factors, the: Australians 
obtained very much more than the 
masxtmum of 6s, id. for 
wheat exported to countries not 
parties to that Agreement to Japan, 
lor instanee, which paid up to 25s, 
bushel Lob, for at least one 


COP 

vnderstandable that the Aus- 
trations should be dismayed atthe pos- 
ible collapse of an Agreement which 


One Man’s Work 

However, with modern appliances 
one man can plough, cultivate, sow 
and harvest 400 acres of Australian 
wheat land, single-handed, in a year; 
and with an average yield of 14 
bushels to the acre this wouid pro- 
duce 5,600 bushels. Of recent years 
yields have been much higher— 
averaging over 19 bushels in 1953— 
but these were unusual. If, as may 
now be hoped, wheat prices gradu- 
ally fall to, say, $1.20 (as expected 
in the 1949 International Wheat 
Agreement), the equivalent in Aus- 
tralian currency would be ros, 
whereby the cropping of 400 acres 
should yield a gross £2,800 at Aus- 
tralian port, 

In fact, however, the averave 
erower sows from 150 to 170 acres 
from which (on the same reckoning 
the gross return would be about 
£1,100, such farmers plant 
other crops as well, and they carry 
sheep, dairy cows or other stock; anc 
(with wheat at ros, bd.) their overall 
net income should not be unsatistac- 
tory unless by comparison with the 
inflated incomes they have enjoyed 
in recent) years, these 
resulted from abnormally high prices 
lor many of thei prunary product 
and the sealing down least of 


wheat pric es overdue, 


WORKERS; NOT ENOUGH JOBS, SAYS 


write jobs is the supply, even though opportunities in the 

inereasinga, an Tnternational Labour Organisation report find reason 
higher social standing claimed by white-collar workers 

leachers, sales people and office workers are the largest occupational wroups anion 


Lhe great majority of them are in the lower middle-income bracket ‘althoueh 


Hot essaril easure their social standing in terms of ineeme’ 

While white-collar jobs have outpaced manual work in the last 50 vears, openings are 

olimiited., Phe point is brought hore the high unemplovment rates noted among 

anual workers in many countries. The figures are exceeded only by the jobless among 
lab 

On th rite-collay worker's claim to a higher rung on the social ladder, the report 

‘pent Phis essentially non-economic tactor is basie to employment problet persisting 

eoceupations. even th ough the shadowy line between many cle il tasks and unskilled 

ns tends to become more and more imperceptible. Genera, July 1954 
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The U.LS.S.R. Budget 
Where the Money Goes 


By A. 


‘THe totalexpendituresof the U.S.S.R. 
for 1954 amount to 562,801,956,000 
roubles, or about 32,000 million 
roubles more than last year. (11.2 
roubles equals £71 at official rate of 
exchange. ) 

This big increase in the course of 
one year shows the general progress 
of the Soviet economy. Heavy and 
light industry, trade, transport, agri- 
culture, and the cultural life of the 
country (education, health services, 
science and art) are developing at 
equally rapid rates. 

Until recently the resources of the 
U.S.S.R. were devoted mainly to 
the promotion of heavy industry. In 
the past 28 years the output of heavy 
industry increased 55 times over and 
that of light industry increased only 
12-fold. Now, on the basis of the 
successes achieved in the develop- 
ment of heavy industry, the possi- 
bility exists of rapidly stepping up 
the rates of growth of light industry 
and agriculture. Vhe increasing allo- 
cations in the 1954 State Budget show 
that this possibility is being realised. 

The larger amount is that allo- 
cated for investment in the national 
economy. This sum of 
216,.359,950,000 roubles is typical of 
the socialist economy, since industrial 
enterprises in the U.S.S.R. are 
public property and are financed by 
the state. Apart from this allocation. 
the enterprises themselves will this 
year contribute towards the develop- 
ment of production 110,349 million 
roubles out of their own funds, that 
is to say, finds they do not turn over 
to the Budget (part of profits, the 
sinking fund, etc.). 


) 


From Sovict News. Soviet 


What is this money being spent 
on? 
More than 909,000 million roubles 


will be spent on the construction of 


new enterprises of heavy industry, 
which is the basis of the entire 
economy, 

A country cannot develop without 
fuel, metal and building materials. 
Many new mines are being opened 
this vear in the Donbas, the Kuzbas 
and Karaganda. ‘The output of iron 
and steel and non-ferrous metals 
will be greatly increased. The timber 
industry is being developed in areas 
of Siberia and the Urals where 
comparatively little has been done 
hitherto, Large sums are being spent 
on the production of building mat- 
erials and building mechanisms. 

The construction of giant hydro- 
electric stations is going ahead at 
full speed near Stalingrad, Kuiby- 
shev, Gorky, Kakhovka, on_ the 
River Kama and in Siberia. A huge 
reservoir more than 180 miles long 
aud nearly 19 miles wide has already 
been formed on the River Kama. 

Alongside the building of new 
enterprises, the existing ones are 
being reconstructed. It would be 
difficult to find a factory or mill in 
the U.S.S.R. which has not installed 
several new machines or motors, or 
where the workshops, storehouses or 
sidings have not been extended. 

This year the rates of growth of 
the Soviet light and food industries 
are exceedingly high, As compared 
with last year, capital investments in 
these branches are being doubled. 
And investments were quite high last 
vear as well: about 300 big new enter- 


London, July 2, 1954 
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prises for the production of consumer 
goods were put into operation in that 
one year. 

Construction is continuing in 1954 
on a still larger scale. Among the 
enterprises that are being built are 
textile mills and clothing factories, 
tinned eoods factories and meat 
packing plants, elevators and sugar 
refineries and many other enter- 
prises, 

The production capacity of the 
garment industry, to take one ex- 
ample, will be doubled within the 
next two or three years. 

This year the output of consumer 
goods will reach the level planned 
for the end of 1955. This means that 
the target of the Fifth Five-Year Plan 
for the output of consumer goods 
will be reached ahead of schedule. 

‘The extensive programme for 
creating an abundance of manu- 
factured goods and foodstuffs for the 
population is being successfully 
carried out. Supplies of goods are 
increasing to such an extent that the 
existing shops cannot cope with sales, 
and new shops are being built 
throughout the country. 


Developing Agriculture 


Investments in agriculture are 
rapidly increasing. The work of the 
state and collective farms is being 
improved. Virgin land is_ being 
brought into cultivation and marsh- 
land is being reclaimed. More than 
half a million Soviet patriots have 
asked to be sent to work in the dis- 
tricts where virgin and fallow land is 
being brought into cultivation. More 
than 80,000 agronomists, technicians, 
tractor drivers, combine operators 
and other workers have gone to these 
districts to take up important work. 
Fifteen thousand powerful diesel 


tractors and.tens of thousands of 


ploughs, seeders and other agricul- 


tural machines have been sent to these 
districts. 

The sum of 74,405,740,000 roubles 
has been allocated this year from the 
Budget and other sources for the 
development of agriculture. This sum 
will be used to erect new repair 
shops, to build houses for the workers 
at machine and tractor stations and 
state farms, to purchase tractors, 
combine harvesters and agricultural 
machines of all kinds. 

Substantial allocations are also 
made for other branches of national 
economy, such as transport, com- 
munications, trade and municipal 
services, 


Social Services 


The second largest expenditure— 
after the financing of the national 
economy— are those devoted to social 
and cultural measures: education, 
health, social maintenance, science 
and art. More than 141,000 million 
roubles, or a quarter of all expendi- 
tures, will be spent on these purposes 
—nearly 10 per cent more than last 
year. 

This autumn higher educational 
establishments and specialised sec- 
ondary schools will enrol more than 
one million new students; twice as 
many youths and girls as in 1953 will 
complete a ten-year secondary edu- 
cation this year. The country is, 
therefore, drawing near to universal 
secondary education. 

The budget allocations for the 
maintenance of hospitals, health 
centres, maternity homes, nurseries 
and other health institutions are being 
increased; the system of health and 
holiday resorts and physical culture 
and sports facilities is being further 
developed. 

As result’ of increased state 
expenditure on social and cultural 


measures, the new reduction of 
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prices for consumer goods, and other 
measures, the population of the 
Soviet Union will, under the 1Q54 
State Budget. receive additional 
gains amounting to about 45,000 
million roubles. 
Defence Cost 

The allocations for the country’ 
defence amount to 100 18,702,000 


DIGkS 


roubles, or about 10,000 million 
roubles less than those provided 
under last year’s Budget. Vhe system- 
atic reduction of military expendi- 
ture is significant. the 1952 
Budeet they amounted to 223.0 per 
cent of the total budget expenditures ; 
in 1953 to 20.6 per cent, and thi 
year to 17.0 per cent. 


Korea Self-Sufficient in Five Years: 
The Cost—$1,250 Million 


The Republi Aorea can vecoimne self- 
supporting within five years with the help 
of $1,250 millions of international aid, 
it is slated in an exhaustive report on the 
Aercan economy and ils reconstruction, b 
the United Nations horean Reconstruc- 
tion |gency. 

Wirn the help provided by S1,250 
million’s worth of goods from abroad 
the Republic of Korea can, in a 
short space of five years, take its 
place among the independent and 
self-supporting nations of the world. 
This estimate, based on an industrv- 
by-industry analysis of the Korean 
production potential, anticipates in- 
tensive efforts on the part of the 
Republic and a substantial degree of 
financial support to the programme. 

The estimate calls for ambitiou 
production goals to achieve self- 
support at an austere, but feasible. 
level for the Korean people. The 
gross output of the economy will 
have to be increased b {0 per cent 


over that reached in the last fiscal 


year prior to the 1950 Invasion. Bs 


fiscal year 1958-59 agricultural pro- 
duction must be increased by 35 pet 

i 
cent,. turing ancl construc- 
tion by 35 per cent, power ] ocliuce 
tion by 300 per cent and minin: 
output per cent. 


From An 


Lhe target is the restoration of 


per-capita consumption to about the 
pre-invasion level of the 1Q4q-50 
period, Since at that time. the 
economy was not sel staining, but 
was assistecl by the U.S. Economic 
Co-operation Administration b: 
about S$t1o million per vear, drastic- 
ally stepped-up production is neces- 
sary to fill this + ap anda provide for 
an anticipated population increase 
from 20 million to more than 24 
million. 

In order to reach these evoals the 
report recommends a total invest- 
ment programme olf million 
of which $1,250 million would be 
foreign aid and approximately $650 
million from Korean sources, 

In round figures the recommended 
investment pattern call for the 
following allocations: for agriculture 
and forestry S1o8 million: fisheries 
$49 million: mining S67 million: 
manufacturing S180 million; power 
STOg million: transportation and 


communications $146 milhon: whole- 


ale and retail trade S28 million 
ocial Investment neh as health 
ind housing $4.47 million: 
unplanned vestment Seso million 
and for capital replacement $295 
million, 

U.N fi i 
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Economic progress in the Middle East 
was uneven during the period 1952-53, 
but in almost all countries of the region 
some advances were achieved in one or 
more of the main fields of activity, with 
Turkey emerging as the country in which 
economic development was most marked, 
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GREATEST expansion in production 


was registered in petroleum, of 


which, however, only a small number 
of Middle Eastern countries are 
major producers, Agricultural output 
showed a more widespread, though 
generally smaller, increase. Indus- 
trial production rose more slowly but 
its progress, though unequal, was 
spread through the region. 

‘There was marked diversity on 
the availability of capital from 
foreign sources. Israel, ‘Turkey, Tran 
and Jordan received considerable 
foreign aid. revenue accruing 
to the major petroleum-producing 
countries amounted to over $500 
million in 1953, compared with S440 
million in 1952 and S260 million in 
1951. On the other hand. other 
Middle Eastern countries received 
little or no financial assistance and 
had to finance development from 
their own resources. In several cases, 
the situation was aggravated by the 
deterioration of the terms of trade, 
due to the sharp decline in the price 
of cotton and some other raw 
materials exported by the region. 


Aliddl Feastern crud pe troleum pro- 
duction amounted to 106 million 
metric tons in 1952 and exceeded 


120 million in 1953, accounting in 
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Progress Report 


on Middle East 


that year for 18.4 per cent of world 
output. In 1950, the last year in 
which Iran maintained its full rate 
of output, the region produced 89 
million tons. Refining showed a 
much lower rate of development, 
largely because of the shutdown in 
the Abadan refineries as well as the 
expansion of refining capacity in the 
major consuming areas outside the 


Middle East. 


Agricultural outpui in 1952-53 was 
about 7 per cent greater than that of 
1951-52, and per capita output was 
above the pre-war level. The 1953 
crop was at least as large as that of 
the preceding year. This advance, 
the report declares, largely 
confined to cereals and cotton, and 
was due mainly to favourable weather 
conditions or to extension of the 
cultivated area rather than to an 
improvement in methods of cultiva- 
tion. Progress was most marked in 
‘Turkey, and ‘to a lesser extent to 
Syria and Iran. 


Industrial progress was, on the 
whole. slow, but there were some 
exceptions, notably Turkey. In some 
countries, such as Egypt and Israel, 
important steps were taken in such 
fields as mining, power metallurgy 
and chemicals. 

An agreement was concluded in 
between Jordan and Syria fora 
joint project on the Yarmuk River. 
providing irrigation for Jordan and 
electricity for both countries. 

The U.N. Rehef and Works 
Agency for Palestine Refugees in the 
Near East continued its work during 
the period 1952-53. At the end of 
June 1953. there were 872,000 


fs the NMiddle / wl TQ52-8, Subhlement to 


tons, New Dork, June 21. 1954 
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Palesune Arab refugees: 476,000 in 
Jordan, 209,000 in Gaza, 102,000 in 
Lebanon and 85,000 in Syria. 


Technical assistance in 1952 and 
1953 under the U.N. Expanded 
Programme increased considerably. 
Of the 1,707 experts supplied during 
1952 by the United Nations and the 
specialised agencies, 389 went to the 
Middle East. ‘Phe number of fellow- 
ships or scholarships granted was 
620 out of 3,160 for the world as a 
whole, 


Production of cereals in 1952 was 
about 25 per cent above the 1948- 
50 level in spite of low rice produc- 
tion, “Phe most important progress 
was made by ‘Turkey whose wheat 
crop amounted to 5,700,000 tons in 
1951, 6.600.000 in 1952 and 
8,100,000 tons in 1953. 1952, 
however, the region as a whole was 
still a net importer of cereals, though 
most of the countries announced 
better cereal crop for 1953. 

Cotton production in 1952 stood at 
16 per cent above 1951 and had 
increased by 30 per cent above the 
1948-50 level, according the 
report. In 1953, however, the fall in 


prices and the accumulation — of 


stocks led to a decrease in produc- 
tion. 


Progress in industry was slow, except 
in ‘Turkey. The outbreak of war in 
Korea had given the industry of the 
region a two-fold impetus by  re- 
ducing foreign competition and sim- 
ultaneously raising the price of local 
export crops, thus increasing dom- 
estic purchasing power. More 
recently, however, these two factors 
have tended to subside. 

Foreign Trade 
The value of foreign trade for the 


region as a whole was. in terms of 


dollars. roughly equal in 1952 to that 


of the preceding year, but there was 
a decline of almost ro per cent in 
exports while imports increased by a 
similar amount. 

The situation, however, differed 
from country to country. ‘Lotal 
foreign trade increased by almost 90 
per cent in ‘Turkey, and to a lesser 
extent in Israel and Jordan, while 
it declined by 18 per cent in Egypt. 
The most important change in the 
direction of trade was the relative 
decline in the share of the United 
States and the United Kinedom, the 
marked increase in Western Ger- 
manvy’s trade with the region, the 
increase in Soviet trade with Egypt 
and Iran, and the continued de- 
crease in intra-regional trade. 

‘The terms of trade deteriorated for 
all the countries for which fleures are 
available, the rise in import prices 
being the main factor. 

Petroleom: The proved reserves of 
crude petroleum in th: Middle 
East were conservatively estimated 
at 8.300 million metric tons in early 
1953, a rise of 28 per cent over those 
of 1951, according to the report. The 
share of the region in world’s total 
proved reserves rose from per 
cent to 53 per cent. There was a 
further rise in reserves in 1953. 

Output of crude oil amounted to 
over 120 million tons, representing 
18.4 per cent of the world’s crude 
production as against 17 per cent in 
1952. Despite the drastic decline in 


Iranian production, the ouput of 


crude petroleum the Middle 
East increased by 10.1 per cent in 
1951, 8.3 per cent in 1952, and an 
estimated 15.1 per cent in 1953. as 
compared with the world’s 5.2 per 
cent in 1952 and 5.9 per cent in 


1953. Iraq, Kuwait and Saudi 


Arabia accounted for 92 per cent of 


Middle East production in 1959 as 
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against 57 per cent in 1950. On the 
other hand, Iran’s share declined 
from 36 per cent to one per cent. The 
ereatest expansion took place in Iraq 
where output increased from 
million metric tons in 1951 to 1 
million in 1952 and 28.2 million in 
1955. 
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‘The importance, however, of the 
Middle East as a supplier of refined 
petroleum products has declined in 
recent years. In 1952 the region 
processed a little less than 4 per cent 
of the world’s refined products as 
against g per cent In 1950. 

On the other hand, steps have 
been taken for the utilization and 
conservation of natural gas and 
refinery gas which are produced in 
large quantities in conjunction with 


the production and refining of 


petroleum. Hitherto these gases had 
been almost entirely wasted. 

Middle Eastern exports of crude 
petroleum amounted to 62.3 million 
metric tons in 1951 and to 79.6 
million in 1952. Of these, Europe 


took 50 millions in 1951, represent- 


ing go per cent of its imports of crude 
oil, and millions in 1 y52 epre- 

senting 93 per cent. The United 


States imported 5.1 million metric 
tons of crude oil from the Middle 
East in 1951. and 7.6 million in 
1952. 


Eeypt: VYhe dominant factor in 
1952 was the sharp fall in cotton 
prices, coming after the equalh 
sharp rise of 1950-51 that followed 
the outbreak of war in Norea. 

The government which came to 
power after the change o! reoime has 
been faced with three main tasks: to 
restore equilibrium in the balance of 
payments, to balance the budget, 


and to set in motion forces raisine 
the country’s productive capacity. 
Step: were kev stimulate 


exports of cotton—the country’s 
main product—and to restrict im- 
ports. As a result. the foreign pay- 
ments situation was stabilized and in 
1953 the changes in gold and foreign 
exchange reserves were very slight. 

In order to balance the 1953-54 
budget, various cuts were made in 
subsidies and allowances, while 
duties on luxuries and excise duties 
were raised. 

Simultaneously the government 
took some important measures to 
bring about long-term expansion. 
Among these were the Land Reform 
Law and the establishment of the 
Permanent Council for Development 
of National Production. Among the 
most important projects approved by 
this Council are those relating to 
expansion of the cultivated area, 
transport and petroleum, 


Israel: There was an easing of the 
powerful inflationary pressures which 
made themselves felt in 1951 and at 
the beginning of 1952. Prices, how- 
ever, continued to increase, though 
more slowly and the exchange value 
of the Israeli pound was again 
reduced in 1953. Thus, while sub- 
stantial progress has been achieved 
in agricultural production and ex- 
ports, it cannot yet be ascertained 
to what extent the basic difficulties 
facing the economy of Israel have 
been solved. The most acute of these 
problems are the inflationary pres- 
sure, the deficit in the balance of 
payments, and the requirements for 
development in agricultural and 
industrial fields. 

The 1952 crop was considerably 
larger than that of 1951 which had 
been affected by drought, and further 
progress was anticipated to take 
place in 1953. particularly in cereals, 
vegetables and fruit. Industrv. how- 


ever, developed at a slower pace than 
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agriculture and less rapidly than in 


1951, owing chiefly to the shortage of 


raw materials. 

here was an improvement in 
the balance of trade but the situa- 
tion of the balance of payments 
remained serious. 


lurkey: The period 1952-53 saw 
considerable economic progress 
largely because investments made 
during the previous year began to 
bear fruit. Phe most remarkable 
advance was made in agriculture, 
but industry also progressed. A 
noteworthy trend was the interest 
im economic matters shown by the 
general public, which manifested 
itselfin the form of increased financial 
participation in development pro- 
fects. 

The cultivated increased 
from about 11,300,000 hectares in 
52, and the 
volume of production rose more than 
correspondingly, the report states. 
Phe main advances were registered 
in cereals and cotton, As compared 


with 1950, production of cereals rose 


1950 to I 3,400,000 in 
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by 37 per cent in 1951, 58 per cent 
in 1952 and 85 per cent in 1953. 
Cotton production rose from 118,000 
tons in 1950 to 165,000 tons in 1952. 

In industry, the index of produc- 
tion passed, for mining, from 122 in 
1950 to 127 in 1951, and 146 in 
1952; for manufacturing, from 112 
to 116 and 129; for textiles from 116 
to 10g and 128, 

Investment was maintained or 
increased in most sectors of the 
economy. 


In 1952 the foreign trade of 
95 g 


Turkey reached an all-time peak. 
The rapid development of the last 
few years raised the demand for 
imports of capital goods, fuels and 
raw materials, while the increase in 
output made it possible to expand 
exports of agricultural and mineral 
products. 

The balance of trade, however, 
has shown a deficit since 1947, and 
in 1952 the deficit was more than 
double that of 1951 because of the 
greater increase of imports than 
exports. There was an improvement 


at the beginning of 145°. 


IMPERIAL PREFERENCE ASSESSED (from opposite page) 


when assessing competitive power, 


A figure of 5 per cent may seem 
surprisingly low LO those with CX- 
perience of very high preferential 


margins; but such margins are few 
and far between. There is no doubt 
that prelerences are of very consider- 
able importance in certain trades, 
where the rate is relatively high or 
the market highly competitive and 
sensitive to price differentials. 

For many years tariff preferences 
were overshadowed by direct trade 
and exchange controls and by the 

llers’ markets. ‘They will 
1¢ ortance to the extent that 


dition change, the 


effect of preferences on our total 
export trade cannot be more than 
marginal. Following a rough method 
of calculation used in earlier 
arucle, it seems unlikely that an 
average preference of around 5 per 
cent on our exports to the Common- 


wealth can make a difference of 


more than, say, 5 per cent in our 
total exports to the world as a whole 

although even marginal exports 
of this size can, of course, be of 
crucial importance while the balance 
of payments remains precarious, It 
is certain that the effect of Imperial 
Preference on the total sales of U.S. 
manufacturers is entirely neeligible. 
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Imperial Preference Assessed 


BY SiR DonALD MACDOoOUGALL AND RosEMARY HutTT 


We give below the author's summary and 

also a short extract from an important 

study which cannot in fact be summarised 

adequately but should be studied in its 
original form. 


Summary of Main Results 


Even before Ottawa, Britain was 
enjoying an average preference of 
13 per cent on over one-third of her 
exports to British countries, giving 
an average preference of 5 per cent 
on all her exports to the Common- 
wealth. In returnshe gave preference 
admittedly high ones) on only 7 per 
cent of her imports trom the 
Commonwealth, making an average 
rate of preference of 2-3 per cent on 
all her imports from British countries. 

By 1937, mainly as a result of the 
Ottawa Agreements, the proportion 
of trade enjoying preference had 
risen to well over one-half in each 
direction, and many old preferences 
had been increased. This intensifica- 
tion of Imperial Preference, which 
was considerably more important 
for Britain’s imports than for her 
exports, raised the average margin of 
preference to 10-12 per cent on all 
trade in each direction. It was 
achieved largely by raising tariff 
rates on foreign goods and not by 
reducing rates on intra-Common- 
wealth trade; the latter, on the con- 
trary, tended to rise as well. 

Since 1937 there has been a large 
reduction in Imperial Preference. 
The proportion of trade enjoying 
preference has not fallen greatly, and 
is still about one-half in each direc- 
tion. But the average rate has fallen 


From 1 Preference Quantitative Analys 


to about 6 per cent on both imports 


and exports. (The rate is, of course, 


about twice as high on goods en- 


joving preference, and higher still 


on many items.) [lic reduction in 
Imperial Preference since 1937 has 
been the result, first, of tariff 
changes, including those negotiated 
under G.A.T.T. and in other ‘Vrade 
Agreements, and secondly —prob- 
ably more important—of the very 
large rise prices) which lias 


reduced the ad valor incidence of 
specific margins. ‘The rise in prices 
has also brought about stantial 
fall in percentage rates o1 protes tive 
duty, both on intra-Commonwealth 


trade and on similar eoods imported 
from outside the Commonwealth, 

Something like one-half of both 
British exports to and imports from 
the Commonwealth enjoy pretfer- 
ence, but in some Commonwealth 
markets for U.K. exports t! 
tion is much higher. Well under one- 
tenth of the trade in either direction 
enjoys preferences of over 20. per 
cent, although there are still a few 
very high preferences of 50 per cent 
or more. The average percentage 
margin of preference on all U.K. 
trade with the Commonwealth has 
been greatly reduced since the late 
thirties, and is now probably in the 
neighbourhood of 6 per cent in eithe: 
direction. The marein is still smaller 

-probably around 5 per cent on 
U.K. exports to the Commonwealth 

if it is reckoned as a percentage of 
the value of trade including duty on 
British goods, which is more relevant 
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Relation Between Population and Food 


BY PRoressor B.S. AGARWALA 


DurinG the past two centuries, the 
population of the world has more 
than trebled itself. from nearly 
730 million persons in 1750 to about 
2,390 million in 1950; and the growth 
in various regions has been, gener- 
ally speaking, much faster than the 
increase in food supplies. 

Happily the controversy about 
‘under’ and/or ‘over ’ populated areas 
is by now over; and modern thinkers 
have begun to associate their ideas 
to an optimum concept of popula- 
tion. It is now held that there is 
nothing like ‘under’ or ‘over’ popu- 
lated regions; it is in terms of the 
material resources available to a 
nation with reference to her popu- 
lation needs that her ‘prosperity’ or 
‘decline’ must needs be judeed. 

Economists now seem to be gener- 
ally agreed visualising an ‘opti- 
mum’ level—as yet not clearly 
specified and not amenable to any 
measuring rod—that they think 
would hold good, and, if persisted in, 
should lead to the desired goal of 
plenty. Were such a level realised in 
practice, through either a carefully 
craduated growth of popul: ora 
stead of material resources 
or partly of both, modern thinkers 
firmly ai that the ills of the 
world, resulting from an inordinate 
growth of population almost un- 
checked. would happily be got over, 
ensuring an era of reasonable plenty. 

That such a goal is well within the 
realms of realisation is not denied: 
but the idea of the ‘optimum?’ is still 
so vague and so ill-defined that it is 
not possible to measure it exactly. 
Even the existence of a close re- 
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lationship between population and 
the material resources within the 
reach o ttion is not yet fully 
understood to anv measurable devree 


of accuracy. 
Simple Formula 

While studying the problem, the 
writer happened to stumble on a 
formula, which he ventures to put 
forth to help in grappling with the 
huge maladjustments of population 
to the scarce sources at present 
available in acre parts of the 
world, 

Let be the population in 
millions of persons, and ‘FE’ the total 
food resources in millions of tons 
available in a country. 

Not all the population is likely 
to consume the entire food supply 
nor will the whole of the supply be 
iallable in its entirety for consum- 
tion. For some of the voung children 
and infants have to be fed on milk. 
and some of the food supply is bound 
to be wasted in cleansing and erind- 
ing processes. While preparing esti- 
mates for the First Five-Year Plan 
for the Indian Union, the Planning 
Commission has made an allowance 
of 15 per cent on the former count, 
and of 12) per cent on the latter. 

Though both these allowance 
appear to be fairly reasonable, it is 
felt that the allowance made in 
— of children is a slight under- 

‘stimate in view of the changing 
pattern of population and the in- 
creasing number of children durine 
the past three decades. To err on the 
safe side, an extra allowance of one 


per cent t 16 per cent in all— 
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RELATION BETWEEN POPULATION 


for children is suggested: and the 
allowance of 124 per cent for wastage 
is kept intact. ‘Thus, Zths of the entire 
food supply would be available for 
consumption for 84 per cent the 
grown-up persons for 365 days in a 


of 


year. 

Assuming *©° to be the quota of 
ration available ‘per capita per 
diem’. the undernoted equation 
would hold good between P, F and 
Q in any country in a given year: 

Q x 365 

| —— 
100, 20X 4X 26x 16 

OR, 
83x PxOx 73 

219 x PO 
224 X 100 


In the above equation the fraction 


219/224 is almost equal to a unity 
and the error in treating it as unity 
would be less than .08 per cent. 
Hence. if we were to ignore this 
deficiency—which would incident- 
ally be erring on the right side to 


allow for further wastage, ifany, and 
the increasing number children 
that are fast being added the 


Indian Union— we get an equation 


of 


to 


AND FOOD 
It must be noted that ‘P’ 
millions of persons; “1° 
lions of tons of food supply; and 
‘Q’ is the quota in ounces ‘per capita 
per diem’, available out of the exist- 
ing food supply. Given any two of 
these three unknowns, the third one 
can readily be computed. For ex- 
ample, the population of the Indian 
Union was round about 360 million 
persons in 1950-51, and her food 
supply was in the neighbourhood of 
45.5 million tons. 


means 
means mil- 


100 X 45.5 


Hence 
360 


12.63 ounces 
approx. 


If the population of the Indian 
Union were to double itself to 720 
million persons in another seventy 
years or so—as there is every pros- 
pect it will grow unless checked 
through certain measures of birth 
control—we shall need some 115 
million tons of food supply t » feed 
her people at 16 ounces ‘per capita 


per diem’ round about 2021. 
Whether or not we shall be able 
to raise our production potentials to 
this level— from its existing level 
about 50 million of food— 
isa question well worth investigating, 
If this were not possible, how best we 
can control the ‘improvident mat- 
ernity’ within reasonable compass to 
ward off the ill-eflects of scarcity. 


tons 


iS 


in the undernoted simplified form: the second aspect that deserves 
100 F attention. 
ECONOMIC RESEARCH COUNCIL 
Tue Chairman asks members to note that the annual general mecting will be held in the 
Angus Room, 55 Park Lane. London, W.1, on Wednesday. September 22 at 6 o'clock. It will 
be preceded by a meeting of the Executive Committee, and followed by a dinner at which 
the guests will be Mr FH. S. Goodwin and Mrs Hope, the retiring secretary and assistant 
tat cul. Formal notices will be sent to menibers ti die course. 
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Machines on the Farm 
The Problem of Costs 


BY W. H. Casumore ( Direcror, NATL. Inst. oF AGRICULTURAL ENGINEERING) 


Durinc the war years farm mech- 
anisation played an important part 
in the drive for maximum produc- 
tion of home-grown foodstufls. But 
Britain is now facing the problem of 
maintaining a high level of produc- 
tion at an economic price, with 
world prices tending to fall. Conse- 
quently the economic aspects of 
mechanisation are of primary inter- 
est to British farmers. 

Between 1939 and 1949 production 
per acre and per man increased by 
about 30 per cent. Since that time 
there has been a turther improve- 
ment, especially in production per 
man-hour. By 1953 the average 
value of produce per acre was little 
more than 50 per cent higher than 
that for 1939. 

Considering the potential ad- 
vantages of mechanisation, the ad- 
vances made in the breeds of cattle 
and plant varieties, improved tech- 
niques, and the fact that the increases 
are based on present-day prices, there 
is at first sight some justification for 
regarding the present position with 
apprehension. However, there are 


grounds for believing that costs of 


production can be somewhat re- 
duced in the future. 


Some of the first advantages of 


mechanisation have been swallowed 
up by the necessary improvements in 
the standard of livine of farm 
workers. Since 1939 farm wages have 
risen by about 175 per cent, the 
hours worked per week have been 
tightly reduced, and more holidays 
have been eranted. In addition to 


Manchester Gu udian, FG! | 


this, machinery has reduced much of 
the drudgery from farm work. In 
many of these cases the use of mach- 
inery has been mainly for eliminating 
heavy hand work and has had little 
effect on the cost of production. 


Less Casual Labour 


Other important changes have 
been the replacement of the horse by 
the tractor, thereby making it pos- 
sible for a man to multiply his effort 
and smooth out peak seasonal laboun 
demands. ‘The over-all effect of these 
changes has been a slight reduction 
in permanent labour and a marked 
curtailment in the use of casual 
labour. Peak labour demands are 
usually associated with high-value 
crops, such as sugar beet and 
potatoes, and so a secondary effect 
has been the rearrangement of farm 
policy to include more high-value 
crops. 

The greatest progress has been 
made in machinery for harvesting 
crops, but it covers all phases of farm- 
ing. For example, the combine 
harvester, used in conjunction with a 
pick-up baler for collecting straw, 
has reduced the labour requirement 
to eight to nine man-hours per acre, 
compared with 24 man-hours per 
acre required by the binder and 
thresher method. Machinery for the 


mechanical loading and spreading of 


farmyard manure has reduced labour 
from ninety man-minutes per ton 
required by the hand method to 
about thirty man-minutes per ton. 

In planning the mechanisation ofa 
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particular farm, each machine must 
be considered in relation to the whole 
farm economy, and lor the most effi- 
cient results it is advisable to decide 
upon the number of men that 
will be available and then select the 
machinery to ceive the highest return 
per acre. There can be little future 


for mac Hines processes requiring a 
laree team to Operate, however 
eflicient the over-all performance 


might be, 


Principles of Planning 


‘Thus, one-man equipment which 
can carry out a complete operation 
without depending on a compli- 
cated organisation involving other 
men and machines has distinet ad- 


vantages for the majority of farms, 
| 


For example, it is possible to load, 
transport, and spread farmyard man- 


ure with one man and the necessary 
tractor equipme nt. There is an alter- 
native technique in which a tractor- 
mounted loader feeds two 


1 ° 
mechanical spreaders traveu 


and from the field: three or four men 
and at least three tractors are 
required, and alti h the over-all 
| ! 17) 


than with the one man outfit it needs 
careful organisation and obviously 
leads to over-capitall 
inery for all except the large farms. 

In pite of the recent develop- 
ments of machinery to remove peak 
labour demands, the seasonal nature 
of farming ma lmost impossible 
to obtain a level labour demand 
throughout the year. For instance, 


automatic potato-planting machines 


using two men plant at the rate of 


four acres per man in an eight-hou 
day, and more simple planting 
machines have a working rate of 1.5 


acres per man for an eight-hour day, 
At. harvest time even the most 
up-to-date complete potato  har- 
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vester works at only 0.3 acre per man 
in an eight-hour day. Even allowing 
for the fact that the harvesting 
season may be longer than the plant- 
ing time, the process is still un- 
balanced in its demands for labour. 

In the evolution of mechanisa- 
tion it becomes increasingly difficult 
to replace a further man on any par- 
ticular farm. If any rearrangement 
only saves a fraction of a man, then 
if that man goes the level of farming 
tends to drop. 

It is important to distinguish 
between a saving in man-hours and 
the actual saving of a man. Unless 
the time saved in man-hours. is 
utilised for increased production, 
it will increase the cost of produc- 
tion, if it has been obtained by pur- 
chasing additional machinery. It is 
not sufficiently well understood that 
on many farms the purchase of addi- 
tional labour-saving equipment 
would enable existing staff to increase 
production by Jooking alter more 
cattle, poultry, or by engagins 


form of high-level production. 


New Machines Coming 

A number of machines linked with 
improved or new techniques are 
likely to result in increased produc- 
tion in the future. ‘These include 
ditching and drainine machinery 
suitable for the standard farm tractor. 
fertiliser placement drills, spraying 
equipment for the control of weeds 
and pests, and overhead irrigation. 

Many farmers will have misgivings 
about recommendations for further 
expenditure on machinery at a time 
when they consider they already 
have too much eapital tied up, but 
many farms considered to be over- 
capitalised on machinery are either 
equipped with implements unsuit- 
able for the system of farming or the 


implements are of indifferent design. 
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In the immediate post-war period 
some British-made implements were 


not up to the high standard of 


British tractors. A marked improve- 
ment is now taking place in design, 
reliability, and durability, and in 
Many Cases it would be sound policy 
to write off the unsatisfactory mach- 
ines and replace with modern ones. 

On many mechanised farms labour 
costs are about 30 per cent of the 
total cost of production, and mach- 
inery, covering depreciation and 
repairs, is 20 to 25 per cent. Ob- 
viously high productivity is an 
important factor in keeping down the 
costs of production, With the smaller 
farms, when machinery rises above 


Turkish Hazelnut Production 


HAZELNUTS are among the chief pro- 
ducts of Turkey, and large quantities 


are exported annually to all parts of 


the world. Production in the last 
three vears was: 1951, 85.800 tons; 
1952, 74.500 tons: and 1952. {5.000 


tons, 


The story of Turkey’s hazelnut 
exports goes back to the thirteenth 
century when the Genoese were 
trading in the Black Sea. The first 
official document referring to these 
exports, in the handwriting of Roy 
Gonzales Klavyo, Chief Ambassador 
of Spain to Timurlenk, is dated 1403. 
This tells of a voyage of 25 days from 
Trabzon to Istanbul by a ship carry- 
ing a cargo of nuts. Later records 
show that a shipment of nuts was 
sent to Russia’s Nijni Novgorod Fair 
in 1773, and that exports to Rumania 
began as early as 1792. 

The beginnine of the nut trade 
with England was in 1851 when 


From News from Turkey. Turkis 


30 per cent of the total cost of produc- 
tion it is an indication that over-all 
costs are too high. and there must be 
some economy in equipment, ‘The 
most likely way of achieving this 
seems to be some co-operative scheme 
for the use of machinery, but to date 
there are few successful examples of 
this. 

There is a good chance of redui ing 
the cost of produ tion on Dritish farms, 
provided (a) sound equipment at reasonable 
price Ls available, (bh) there are vhilled 
operators to work it, and (c) the farm 
1s Supporte d by a vood organisation, 
Finally, it seems reasonable to expect 
vrealer advances to be made in increased 
oulput per acre than in output per man, 


‘Turkish hazelnuts were shown at the 
Great Exhibition. Belgium began to 
import ‘Turkish nuts in 1875, and 
after the turn of the century a num- 
ber of countries became markets for 
them, including Serbia (1906), 
Greece 1Q06). Germany 1Go7 

France (1909) and the United States 
1Q12) 

Today Western Germany heads 
the list of importers, buying hazel- 
nuts to the value of £122 million in 
1952. when total exports of shelled 
hazelnuts were valued at £7151 
million, and of those in shells at 
£900,000, ‘The list of main buyers 
in 1952 was as follows: Western 
Germany (£T22,034,597), the 
United Kingdom (£°13.994,025), 
Switzerland (£°13.903.429). Yugo- 
slavia (£T2,871,714), Sweden 
¢ "T2, 800,810), Italy 
France (£11.976.210), Holland 
(£T1,763.452) and the United States 
£7T1.584.199 


h Embassy, London, June 16, 1954 
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GATT REPORTS THAT THERE ARE 
Still More Bilateral Agreements 


A LARGE, part of international trade 
continues to be reeulated by bilateral 


agreements and the number” of 


ol agreements has increased during 
1945. 

In trade, the clearing 
of accounts through the EPU has 
no doubt facilitated the realisation 
of the volume of trade envisaged in 
bilateral agreements. 


Unamenable Farmers 


As trade in certain commodities, 
particularly within the agricultural 
sector, remains severely restricted, 


negotiations between many pairs of 


countries have met with difliculties. 


In the present surplus situation of 


most agricultural products the im- 
porting country is often in_ the 
stronger bargaining position, It is 
significant that in several countries 
which are large importers of agricul- 
tural products, such as Western Ger- 
many, Switzerland and Belgium, the 
percentage of imports which have 
been liberalised is smaller for aeri- 
cultural products than for raw 
materials and manufactured goods, 
Also, from another point of view, the 
increased liberalisation of trade 
within Western Europe does not 


necessarily mean an easier flow of 


trade between any two countries: 
this depends primarily on the com- 
position of trade between them. 

In some instances a government 
wishes, in negotiations, to obtain 
fixed quantities or values for the 
export of goods which are not sub- 
ject to import restrictions in the other 
country. This is done in order to 
secure a minimum volume of trade 


in articles which otherwise could be 
marketed only with difficulty. “Phe 
use of global import quotas has, in 
some Cases, necessitated negotiations 
for quotas on similar grounds. For 
example, in negotiations with the 
United Kinedom. ‘The Netherlands 
and Sweden have insisted on quotas 
for such goods as flower bulbs, paper 
and board in order to ensure the 
maintenance of their exports. A 
recent feature of the agricultural 
trade in Western Europe is the 
increasing reluctance shown by a 
number of exporting countries to 
enter upon long-term engagements 
in view of the more promising out- 
look for trade in foodstuffs with 
Eastern Europe. 


East-West Trade 


The agreements governing the so- 
called trade show a omplex 
network of arrancements of different 
kinds, of which about two-thirds are 
the usual tvpe of bilateral agreements 
with quota lists, swing limits and 
payments by clearing. Under these 
agreements most European 
countries have accumulated sur- 
pluses. In its trade with the USSR, 
Finland also has acquired a surplus, 
although the agreement has made 
possible a comparatively large 
volume of trade. The recent agree- 
ments concluded by the USSR 
with several West European coun- 
tries provide for considerable 
increase in trade, 


Europe and Latin America 


Following the decline trade 
between Europe and Latin America in 


From International Trade 1953, General Agreement on Tariffs and Trade. Geneva. Tune 1954 
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1952. an effort was made last year 
bv each side to restore the level of its 
exports. Countries of Europe con- 
cluded several new agreements 
mostly with non-dollar countries. It 
has been estimated that in 1951-52 
more than one-half of the combined 
trade of the non-dollar area of Latin 
America with Western Europe was 
carried on under bilateral agree- 
ments. In its efforts to develop new 
markets, Brazil last year concluded 
several new agreements with coun- 
tries in Eastern and Western Europe. 

The largest of these are with 
France and West Germany, aiming 
at trade of 130 and 115 million dollars 
respectively in each direction. As a 
result of her new agreements Brazil 
expects to increase her exports of 
cotton to these countries and also to 
Italy, Finland, Poland, Czecho- 
slovakia, Yugoslavia and = Japan. 

Argentina last year concluded 13 
new agreements and now has bilat- 
eral arrangements with 23 countries: 
two-thirds of her total trade is con- 
ducted in this way. Argentina’s 
largest agreements by value are with 
the United Kingdom, Western Ger- 
many and France, but agreements 
with Japan, the USSR, Sweden and 
The Netherlands are also important. 

Among the dollar countries in 
Latin America, only Colombia has 
extensive bilateral arrangements with 
Europe, under which 90 per cent of 
her European trade takes place. In 
its agreement with Austria, Colom- 
bia secures a market for a_ fixed 
quantity of coffee and undertakes to 
allow imports of articles which are 
not on the prohibited list. The strictly 
bilateral nature of this and other 
Colombian agreements is seen in the 


fact that thev forbid re-exports of 


coffee to’the dollar area or to coun- 
tries with which Colombia has trade 
agreements, 


ECONOMIC DIGEST 


Western Germany 


The recent expansion in the trade 
between Latin America and Western 
Germany could hardly have been so 
strong had it not been for the eleven 
agreements under which 8&5 per cent 
of this trade is conducted. It should 
be mentioned that Western Germany 
does not regard Colombia as a dollar 
country. In trade with Brazil, Ger- 
many encountered considerable ditli- 
culties after the agreed swine limit 
had been greatly exceeded, but 
under the agreement concluded in 
September 1953 the large German 
surpluses are to be gradually settled 
mainly by means of more than 
doubled coffee shipments which were 
facilitated by the reduction of Ger- 
many’s internal coffee tax. ‘here are 
also other examples where agree- 
ments have not brought about the 
intended balance in trade. In spite 
of Argentina’s five-vear agreement 
with the United Kinedom, trade 
between the countries slowed down 
steadily until 1953 when United 
Kingdom imports nearly doubled 
while Argentine imports continued 
to fall. The agreement expires in 
1954 but neither country seems to be 
greatly interested in a new lone- 
term agreement. 

In general, the South American 
countries try in negotiations to re- 
duce their imports of consumer goods, 
and countries which have no such 
agreements with South America find 
it increasingly difficult to sell their 
goods there. ‘The Swiss textile indus- 
try, for example, has found its 
market diminishing and has urged 
the Swiss Government to open 
negotiations for textile quotas, In 
Colombia, Switzerland was shut out 
from the market when it was decreed 
in February 1952 that certain goods 
would he admitted only from coun- 
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tries with which Colombia had trade 
or payments agreements, or with 
which trade was approximately in 
balance. After discussions with Swit- 
zerland this rule was altered to place 
hard-currency countries on the same 
footing as agreement countries. On 
the whole Europe has lost less than 
North America in its trade with Latin 
America and this may be partly due 
to the fact that trade is to a large 
extent regulated by agreements. 
Several of the agreements concluded 
last year, in particular those between 
Brazil and Western Germany and 
between Argentina and France, are 
expected to increase considerably 
the volume of trade in comparison 
with the preceding period. In 1953 
new links in the bilateral network 
were made in the form of agreements 
between Latin America and certain 
East European countries. Of these 
should be mentioned particularly the 
agreement concluded between Ar- 
gentina and the USSR—the first 
between the two countries—envisag- 
ing a trade volume of $150 million 
annually, 


Far East 


Among countries in the Far East, 


Japan has continued to carry on a 


major part of its trade under 
bilateral agreements of which there 
were 24 at the end of 1953. 

It is evident that the development 
of Japan’s trade has been facilitated 
by this means. As an example may 


be mentioned the agreement witlt 


Argentina, involving important sales 
of steel and power-station equip- 
ment, which envisages a_ trade 
volume of $90 million each way, i.e. 
a trebling of the value of trade in 
1953. Japan tn 1953 concluded new 
agreements with Burma, Egvpt and 
Thaitland. In the agreement with 
Burma, the purchase of about 300,000 


tons of rice annually for three years 
is envisaged, at a price to be deter- 
mined annually in advance. Also 
with Europe, Japan’s bilateral trade 
is increasing: according to a new 
agreement with Germany the total 
value of trade will rise by 50 per cent. 

India, which previously had con- 
cluded very few bilateral agreements, 
negotiated several agreements in 
1953 thus bringing the total number 
up to 16, Of these, however, six are 
with East European countries with 
which trade is necessarily conducted 
by bilateral arrangement. Under 
several of these agreements India has 
seen trade balances running against 
her and special efforts have then 


been made to develop exports. 


Countries in the Far East, which 
are members of the Economic Com- 
mission for Asia and the Far East, 
in 1952 negotiated or concluded in 
all 41 agreements within the area 
itself or with other countries. In 
1953; this total was raised to 52 by 
the conclusion of new agreements 
with mainland China, the USSR and 
Eastern Europe. 

In Western Europe, India has 
bilateral agreements with Austria, 
Finland, Germany, Norway, Sweden 
and Turkey. Under the new agree- 
ment with Sweden, as with the 
others, India will benefit from the 
OEEC import liberalisation. Under 
the first agreement with Egypt, 
India will become the biggest buyer 
of Egyptian cotton, while India will 
export tea, oilseeds, cotton piece 
goods, textile machinery. etc. The 
Indian agreements are usually for a 
period of a year or two with the 
exception of the long-term agree- 
ments with Burma, Ceylon and the 
USSR. Pakistan has increased 
her cotton exports substantially 
under bilateral agreements with 
Italy, Hong Kong and Japan. 
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New Books Reviewed 


The Communication of Ideas. A Study of Contem- 
porary Influences on Urhan Life, by 1. Caute 
and J. S. Downham, published for Reader’ 
Digest Association by Chatto and Windus, 25/-. 
‘This is an exciting book, mainly because 

it is an attempt to break new ground, but 

also because of the significant, often piquant. 
facts it discloses. What the authors have 
tried to discover are the means whereby 
ideas get into the minds of people. If 
primarily they are trying to help advertise- 
ment men, they have by no means lost sight 
of the fact that there are other propagandists 


than those who have goods to sell. Uhe pic- 
ture thev present is formidable. for it indi- 
cates the almost total inaccessibility of many 
minds to anybody whose appeal is aimed 
higher than a man’s (or woman’s) waist—or 
neck anyway. 

Lhe Stu IS entrated on Dx rby. not 
because of anv special interest in that city. 
but because it 1s held to be a tairly repre- 
sentative urban community. What emerge 
in terms of Derby mav well be substantiallh 
true of many other provincial centres. 

In order to see the picture whole. the 
authors have studied (by perlectly sound 
sampling methods) eleven different activities 
through which people might conceivabls 
come by ideas, preferences, habits. They are 
Edueation. Religious activities, Clubs and 
Associations, Sports and Hobbies, Public 
Houses. Public Affairs and Politics, Vravel- 
ling about, Cinema and Theatre, Radio and 
Television, Reading of newspapers and 
magazines. Reading of books and use otf 
libraries. In each instance there is a careful 
analvsis of total figures as between men and 
women, and as between age-groups and 
social ‘classes’. 

The kind of thing that emerges may b« 
indicated by a couple of examples. We are 
told that all except 2 per cent claim to be 
associated with some religious denomination: 
473 per cent are ‘C. of E.’, 11 per cent 
Methodist. 7 per cent Roman Catholic. and 
7 per cent Baptists or Congregationalists or 
‘others’. The largest (Church of England 
group naturally shows much the same age 
distribution as the general population: the 
Roman Catholic Mere disproportionate 
voung:; the Noncontormists disproportion- 
ately old. But so high a claim to belong t 
some religious denomination or other is 


misleading. for about a quarter of the 
claimants never go to church at all, and only 


one in cight gocs anything like regularly, 


Rather startlingly the study finds some 
kind of connection between church-going 
and pub-going, so let us look at drinking 
habits. Of men, 79 per cent drink at least 
occasionally and 21 per cent are abstainers. 
Of women the parallel figures are 71 per cent 
and 29 per cent. Regular drinkers (once a 
week or oftener) among men total 59 per 
cent. the other 20 per cent being occasional 
drinkers. Among women the parallel figures 
are 42 per cent and 29 per cent. 

In addition to the fascinating sectional 
studies and tables. a section of the book 
describes just how the job was done. and 
othe r Sse tions discuss the } roble ms of “soc ial 
class and status’ and ‘inter-communication 
and social status’. 

Doubtless it is good for us to look at 
ourselves coolly and objectively. but) the 
discipline is a little depressing. 


he Hulton Re iders) ip Survie 1954, produced 
by the British Market Research Bureau Lid for 
Hulton Research. Hulton Press. London. 

This also is a pioneer work, but it is now 
in its eighth vear ot publication and an 
established classic. Here again the interests 
of advertisers are a primary consideration, 
but the information made available is of 
great value to a much wider public. The 
question here put under the microscope is 

‘who read what?’. Answers are returned in 

terms of readers of the various publications, 

not merely their circulations. The scope of 
the inquiry is the 36,500,000 members of the 
population who are 16 years of age or over. 

The top four publications, taking that con- 

stituency as a whole. are News of the World 

8 per cent), Radio Times (46.7), Sunday 

Pictorial (34.2). People (33.0). Others over 20 

per cent are Daily Mirror (28.9), Daily Express 

26.3), Reveille for the Week-End (24.5), Sunday 

Express (20.5). Against these enormous 

figures, the lowest of which represents nearly 

seven and a half million devotees, we may 

set the following: Daily Telegraph 5.7; 

Observer 4.3: Sunday Times 3.6; Punch 2. 

Listener 1.7: Manchester Guardian 1.3; The 

Times .2. 

This is the all-over picture. but of course 
the report elaborates within the table from 


{ 


which we are quoting so as to show difference 
of addiction 1 inthe y Uri uS SOC ial grades: 
and makes so many cifferent approaches that 
it needs nearly forty tables to do its job. I 
vou need to know what pet OWhCTS ol 
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cyclists, or “beauty-comscious’ women read, 
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BOORKS REVIEWED 


or almost any other breed you can think of, 
here is the answer. 

A year ago we drew attention to the post- 
war progress of what are called the ‘sexier’ 
periodicals. That they are still progressing 
may be seen from these figures —readership 
figures, we emphasise, not simply circulation 
figures: Reveille now publishes twice a week 
instead of once, but has maintained its 
readership of the original edition at prac- 
tically g,000,000; Tit-Bits has moved up 
from 3,280,000 to 3,470,000; lh eek-End Mail 
from 2,170,000 to 3,650,000. It would seem 
that the publisher who first thinks of issing 
a Dirty Digest should make an casy fortune. 


Oxford Economic Atlas of the World. Prepared 
by the Economist Intelligence Unit and the 
Cartographic Department of the Clarendon 
Press. Oxford Universit Press Geoffre) 
Cumberlege), 1954, 308. 

‘This is a most useful new reference book. 
It consists of two main parts--world com- 
modity maps grouped in 10 sections and 
the Index arranged country by country. 
The map section combines cartographic 
presentation of the main production areas 
with insets showing production, trade and 
other important features (such as prices or 
consumption) in the form of graphs or 
simple tables. As the maps are, therefore, 
not overloaded with symbols, they are easy 
to read. Whereas the map section concen- 
trates on the world pattern, the index gives 
in addition to general information (area, 
population, trade, communications, etc. 
10 sets of tables which include items selected 
so as to give a full view of each country’s 
production and trade. he Atlas also con- 
tains an introductory section of world maps 
dealing with such important features as 
soils, vegetation and raintall, followed by 
reference maps of the six continents, and a 
concluding section, dealing mainly with 
population and communications. 

Statistics for the agricultural maps are 


UNITED NATIONS PUBLICATIONS 
World Economic Report 1952-53. New York, 
1954: 12s. 6d. 
Summary of Recent Economic Developments in the 
Middle East, 1952-53. New lork, 19543 9s. 
Summary of Recent Economic Developments in 
Africa, 1952-53. New York, 1954; 6s. 
Enlargement of the Exchange Economy in Tropical 
Africa. New York, 1954; 35. 
A special study, dealing with the struc- 
tural changes taking place in the indigenous 
economics of tropical Africa as a result of 


their increasing participation in production 
for the 


markets, 


383 


based on the averages for the years 1948-50 
and those for mineral and industrial maps on 
averages lor the years 1949-51. The index 
contains, in addition, pre-war figures and in 
most cases also data on foreign trade up to 
1952. It is obvious that a reference book like 
this needs careful preparation and cannot be 
based, therefore, on the latest figures. This 
does not matter much for the maps since the 
world pattern of production usually does not 
change significantly over relatively short 
periods. The index, however, is so neatly 
produced that it may be well worth while to 
bring it up to date annually as a separate 
publication. 

The World Atlas will be followed by a 
series of regional atlases, containing larger- 
scale geographical and economic maps. Both 
the Economist Intelligence Unit and the 
Oxford University Press deserve congratula- 
tions on this new venture. M.G. 


Financial Effects of Labour Turnover by Frank 
T. Pearce, Ph.D., Research Board of the 
Faculty of Commerce and Social Science, The 
University, Birmingham, Limited Edition, 15/- 
Chis strikes one as much the best study 

which has so far come out of the enterprising 

research department of Birmingham Uni- 
versity’s Faculty of Commerce. Like the 
three previous recent monographs trom the 
same department, this one also is practical 
in conception and attack. That is to say, the 
subject is undoubtedly important; and it is 
tackled in a way that will be intelligible and 
useful to businessmen who may not be 
academically minded. In particular, Dr 

Pearce rejects previous fortnulae for estima- 

tion of costs of labour turnover (including 

that used by the Ministry of Labour) and 
puts forward a new conception that would 
seem to be academically sound and certainly 
is more practical to the factory manager. It 
is hoped that the present briet notice may be 
followed by the reprinting of extracts in 
future issues of Economic Digest. 

available from H.M. Stationery Office) 

Economic Survey of Latin America 1953. Pre- 
pared by the Secretariat of ECLA. New York, 
1954; 175. 6d. 

Review of International Commodity 
1953. New York, 1954; 7s. 6d. 


Problems 


Techincal Assistance Committce. Sixth Report of 
the Technical Assistance Fund. New York, 
1954; 175. 6d. 

Statistr 


Quarterly Bull. tin of Steel for Eurepe, 


Vol. V, No. 2. Geneva, june 1954: 
7s. bd. 
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Items in this Sectton are kepi for one year at 
the offices of Economic Digest. ‘They are 
available to members of the Economic Research 
Gouncil and readers by a ease 
erie, citing reference number of items given in 
brackets, to 18 South Street, London, W4.1,. 

or lephone GROsvenor 4501. 


rangement. 


Management Accounting: 
of its Nature and Purpose. Institute of Char- 
tered Accountants, London, June 1954. Con- 
tents include Accounting in 
Management, Accounting Information for 
Planning Purposes, Accounting Information 
for Control Purposes. Copics of 
mav be had from Institute of Chi 
Accountants, Moorgate Place. 
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Tea: Bulletin of Statistics. June 1 
International ‘lea Lond 
Authoritative and comprehensive as usual 
for this standard annual. (533 

Canned Fruit: Preliminary Ref oP 
Pacific Coast Canned Pears, f.o.b. Price Rel 
ships 1926/1954, (b) Canned Apricots, f.o.h. 


Price Relationships. 1924/1954. Both by Sidnes 
Joos and R. E. Seltzer. California Ag 
H 1 R. E. Selt Calit \ 
tural Experimental Station, Giannini Foun- 
dation of Agricultural Economics, University 


of California, May 1954. (534 
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East-West Trade: Last-West Trade 
Trends, fourth report to Congress of Mutual 


Detence Assistance Control Act of 1951 
(Battle Act). The period surveyed is the 
second half of 1953. Uhe stvle is perhaps too 
journalistic. but the facts are on record and 
the difficulties (e.g. precise definition of 
strategic goods) are faced. (535 


Canada: Appraisal and Outlook for Canadian 


ociates 


Business, Gilbert Jackson and As 14 
King Street West. ‘Voronto. Sound ans 
sensible, as is usual with reports from thi 


stud 
is the 


organisation, 
Moderate optimism 
outlook’. b) 


verdict on ‘the 
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of Pohjoismaiden Vhdydpankki and Nor- 
diska Foreningbanken. (537 

Finland: Review with aimple statistics of 
the Finnish Econo in the first quarter of 
1954, Economic Review. Kansallis-Osake- 
Pankki, Helsinki, June 1954. (538 


of the Land 
a ver’ thorough 
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F.A.O., Rome, 
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survey. 
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Economics Statist 
May IQ54. 539 

Italy: Situation in It 195 
Phe entire number of Ltalia 


Japan: Business Income Diu the Inflatior 

japan, by Ichiro Katano. The Post-World 
War II inflation in Japan mav become 
classic, like the Post-World War I inflation 
in Germany. The degree of it may be esti- 
mated by reference to the index of wholesale 
prices which stood at ,76 in 1939 and at 
137,050 In 19° The author Professor of 


\ccounting in the University 
Hitotsubashi Academy, 
541 


. Annals of the 
Tokyo, April 1954. 


South Africa’s Uranium: ‘| 
South Africa’ is 


has brought new 
the title of an 


wealth lor 


article which, for the most 
part, IS a surmmary ol a report by ¢ 5. 
McLean. technical director of the General 
Mining and Finance Corporation. South 
\frican Survey, South Africa House. Lon- 


don, W.C.2, May 


31, 1954. (542 

U.S.A. Index of Out af | er Dure 
Goad Lhis t re introduced by 
Federal Reserve Syst I t here full 
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Please enter me as a subscriber to Economic Dicest for 
twelve months, beginning with the next issue. 


I enclose remittance for £1 (£1 5s. or sterling equivalent 
outside U.K.). 
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‘Lets choose Exeecutors 


and talk of Wills...’ 


So, according to Shakespeare, spoke King Richard I 


rather belatedly —when he felt his life to be in danger. ‘To-day, 


also, there are many people who leave the drawing up of their 
Wills until they are impressed with a sense of urgency; others 
handicap their dependants by not making a Will at all, or by 


leaving one which is not fully effective. 


To find amongst one’s personal friends the ideal Executor is 
frequently no easy matter and, in any case, there is unfortun- 
ately no guarantee that such a friend, when found, will survive 
to complete his task. What is more, the duties and responsi- 
bilities involved are onerous, requiring much time and thought 
and also wide knowledge. Why then burden your friend —or 
your wife or husband—when the expert services of the ‘Atlas’ 
can be secured at very moderate cost? Such an appointment 
will ensure not only that your Estate is administered with 
experience and invested with skill, but that it will be attended 


with continuity of service. 


Wrete for an explanatory booklet to: 


ATLAS 


ASSURANCE 
COMPANY LIMITED 


92, CHEAPSIDE, LONDON, E.C.2 


Published in Great Britain The EBeonomie Research Council, 18 South St, 
don, Wi and printed \ e Ditehling Press, | td, Ditehlir Sussex 
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